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_ large net loss. 
_ largest volume of insurance during 1907, shows a 
.. | smaller amount in force, by many million dollars, 
_ at the end of the year than at the end of 1906. On 
_ the other hand, many conservatively managed com- 
_ panies show a very substantial net gain ;and before 
| accepting as correct the frequently made assertion 
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Editorial Section. 





DECREASE IN BUSINESS WRITTEN. 


On page 49 in this issue will be found a tabulation 
of the paid-for business written during 1907 by a 
large number of companies, including all the most 
prominent ones, and for purposes of comparison, 
we show in the same table, the paid-for insurance 
in force at the end of 1906 and at the end of 1907. 
It will be seen that many companies show a very 
Thus, the company which wrote the 


that the operation of the Armstrong laws cripples 
the best companies in the agency work, the evi- 
dence should be carefully weighed. 

The tabulation referred to seems to us to indicate 
first, that the insuring public is making much more 


| of a study of life insurance than ever before, and 
| that consequently, only those companies which can 
_show a reasonably satisfactory record in every 


respect, can write and retain on their books, any 
great volume of new business; and that the full 
force and effect of the disclosures of the last few 
years, was not confined to 1906, but that the awak- 
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ening of the public to the existence of conditions 
by which they were being exploited, will be reflect- 
ed in the statistics of the business for the year 
1907. 

The sources of the complaints against, and de- 
mands for the modification of the Armstrong legis- 
lation are interesting; and no less interesting are 
the sources of the equally strong arguments in 
favor of a further trial before modification. 





Several recent events suggest the propriety of 








inated. In replying to the inquiry, we stated both 
sides of the case, warning the agent to whom 
the information was sent, that it was our opinion 
that the company inquired about was solvent, its 
policy contract fair, and the management at this 
time not fairly open to criticism, and while, of 
course, we furnished, as requested, a statement of 
the conditions formerly prevailing, and criticised 
them severely, we insisted that common justice 


_ required that the rest of the picture be exhibited 


our stating clearly to our subscribers our position | 
_and we are constantly enlarging our field of use- 


in furnishing reports and other information. Where 
we see anything in the condition, management or 
practice of any insurance institution which, in our 
opinion, deserves adyerse criticism, we criticise 
plainly, calling a spade a spade, and not beating 
about the bush. But we are not here to aid any 
-campaign of vilification, and agents who subscribe 
for our reports with the idea that they will obtain 
from us information to be used unfairly in compe- 
tition, might just as well save the money, for they 
will not get that kind of service from this office. 
For instance: | 

An agent connected with the general agency of 
one of the best life insurance companies of the 
United States, recently asked us for a report upon 
a certain company which was to contain only in- 
formation derogatory to the company. In that 
particular case, the company inquired about, a com- 
paratively small institution, but absolutely sound 
financially, was justly open to criticism for certain 
actions of its management in the past; but with 
certain changes in the official list, reforms were 
instituted courageously and conscientiously, and 
most of the bad former features have been elim- 


at the same time. 
Our subscription list is growing satisfactorily, 


fulness. It is a pleasure, in the face of that condi- 


tion, for us to be able to state that such occurrences 


as this are rare, and it would appear that a great 


_majority of the subscribers to our reports are us- 


ing the information which they contain, fairly and 


_ honorably. 





Of course, we make due allowances for the de- 


sire of every man to carry his point, but it is not 


fair to us, to say nothing of the companies which 
we report upon, to distort what we have to say in 
our publications and special reports. 


—™— 





SUBSCRIPTION PRICE INCREASED. 


After this date, the subscription price of Best’s 
Life Insurance News will be $2.00 per annum, and 
similar increase has been made in the subscrip- 
tion price of our fire paper. The old subscription 
price did not cover expenses, and as we accept no 
advertisements from insurance companies, it is 
necessary that the subscription price of each of 
our publications shall be sufficient to sustain it, 
independent of anything else. 
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General Articles. 


“ 





SUPERINTENDENT KELSEY’S REPORT. 

The annual report of Superintendent of Insurance, 
Otto Kelsey, has been forwarded by him to the Legis- 
lature of this State. In this report, the Superintendent 
criticises the effects of portions of the Armstrong legis- 
lation, but few direct, specific recommendations are made. 
The Superintendent says: “The Legislature will be pe- 
titioned for relief and it is hoped will examine into the 
necessity for any proposed changes in the law.” The 
Superintendent believes that the standard policy require- 
ments, and the fact that New York State companies are 
prohibited from writing both participating and non- 
participating business, act as a discrimination against the 
State companies and in favor of those of other States. 
The. Superintendent says: 

‘The limitation of expenses for new business, to- 
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gether with the foregoing obstacles, have been mae a 


of complaint from representatives of the lesser domestic 
life insurance companies as a heavy handicap in sustain- 
ing their corporate existence, and as blocking the organi- 
zation of new companies which, it is asserted, could not 
under the strict regulations pay their way until a volume 





of business sufficiently large to meet deficiencies has — 


been acquired. If it is for the public good that huge 
corporations are prevented from overgrowth shouid not 
the same motive ensure an opportunity for new oF 
feeble companies to develop in competition with those 
so firmly entrenched? Whether the query should have 
attention by an examination as to the facts is for the 
Legislature to decide.” 

There seems little doubt that the movement for 4 
modification of the Armstrong laws in essential partict- 
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lars, is well under way, and will be pressed vigorously 
by some of those interested. 

The Superintendent refers to the great decrease in the 
yolume of new business written by the New York State 
companies in 1907, as compared with 1904, before the 
agitation which led up to the Armstrong investigation. 
This particular matter is discussed editorially on an- 
other page of this issue. 





PLAIN TALK FROM MISSOURI. 


The following circular letter was issued by the Mis- 
souri Insurance Department under date of January 2, 
1908. 

“Jefferson City, Mo. 
“Jan. 2, 1908. 
“To the Life Insurance Companies Doing Business in 
Missouri: 

“It is gratifying to note that most of the abuses 
formerly prevailing in the life insurance business have 
been eradicated. I am glad to recognize and appreciate 
the assistance which most all of the reputable companies 
have given in this direction. 

“But some bad practices still prevail. Among them 
is the practice of evading the law against “special con- 
tracts,” board schemes, stock schemes and other dis- 
criminating features by printing them in the body of the 
policy, usually in a paragraph on third page or back 
of the policy, calling it a “special income” or a “guar- 
anteed dividend” or other heading. 

“Notice is hereby given that all companies resorting 
to these devices will be refused a renewal license when 
the present license year expires, the last of February. 

“This Department believes this ruling to be in con- 
formity with the intent and meaning of the law, and if 
the companies concerned persist in taking a different 
view they will have to appeal to the courts to get their 
license renewed and thus get a judicial determination of 
the question. 





“Rebating is by no means so common as formerly it 
was, but a few cases have been reported to this De- 
partment. All companies are requested to notify their 
agents that license will be forfeited whenever they are 
found guilty of rebating. 

“The practice of over estimating profits and dividends 
still prevails to some extent. You are, therefore, re- 
quested to notify all agents that the Missouri law now 
prohibits the use of such estimates under heavy penalties. 

“Another practice frequently complained of is that of 
taking notes for premiums and then discounting the note 
before the policy is issued and delivered and in case of 
dispute as to character of the policy the applicant has 
no recourse. 

“It is hoped and believed that all reputable companies 
will co-operate with this Department in remedying these 
abuses. 

“Respectfully, 
“W. D. VANDIVER 
“Superintendent.” 


The ruling regarding “Special Income” and “Guaran- 
teed Dividend” policies was clearly inspired by the Great 
Western Life Insurance Company’s contracts. 





NEW MEXICO PROHIBITS “SCHEMES.” 


The following self-explanatory letter was issued under 
date of January 21st, by the Superintendent of Insurance 
of New Mexico. 

“To Insurance Companies Transacting Business in New 

Mexico: 

“Gentlemen: 

“This department after having investigated the matter 
of advisory board contracts, special income contracts 
and stock agency schemes, has decided to require from 
all life insurance companies who make application for 
license for the year 1908, a certificate signed by the presi- 
dent and secretary of the company to the effect that the 
company pledges itself to refrain from writing any ad- 
visory board contracts, special income contracts or to 
engage in any stock schemes of any character, or to offer 
any special inducements in the sale of life insurance in 
this Territory and no company which does not furnish 
such certificate will have its license renewed for the year 
1908. After such license has been granted, if it shall be 
discovered that the company has engaged in that kind of 
business, such fact when established will be sufficient 
ground for the cancelling of the company’s license to do 
business in this Territory. This action is taken after 
careful deliberation and you will please be governed ac- 
cordingly.” 22k 





A CHALLENGE. | 

We are in receipt of the following interesting letter 
from Woodward & Elam, District Agents of the: Union 
Central Life Insurance Company, at Suffolk, Va. _ It 
speaks for itself, and we will be interested to see whether 
the challenge will be accepted by the representatives of 
other companies. We will be glad to print any com- 
munications addressed to us along the lines indicated 
by Woodward & Elam. 

“Suffolk, Va., January 6th, 1908. 
“Best’s Life Insurance News, 
“New York. 
“Dear Sirs: 

“In order to interest the “Boys” we are inclosing 
figures on an annual dividend policy issued for us by the 
Union Central in January, 1900. The dividends have 
been used to purchase reversionary additions, the full 
premium being paid each year. 

“Of course this is an exceptional policy but we would 
like to see how many companies can equal this record on 
a policy of the same sort, issued in the same year and at 
the same age. 

“Tf you think it of sufficient interest we would be glad 
to have you publish it in the next issue of the Life In- 
surance News.” 

“The record of this policy is as follows: 

Company, Union Central; No. Policy. 22,627; Year 
of Issue, 1900; Form of Policy, Ordinary Life, Participat- 
ing; Age, 63; Basis, $5,000; Annual Prer’.12m, $457.70; 


JneweGs ook 8 CRS ; Residence, Virgin’a. 

Year. Rev. Add. Dividends. 
1900 sed 
IQOI wor Gah 
1902 $133.90 $01.20 
1903 142.60 102 80 
1904 158.05 115.80 
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1905 171.50 127.50 | A substantial increase is shown in the rate of income 
1906 184.00 138.88 | from bonds, real estate and mortgages. 
1907 195.00 150.65 | 
1908 220.00 169.99 | 
$1,205.05 $896.73 =. ~* Supreme Court of this State has decided that the 





HEALTHY OREGON. 


The enterprising manager of the Oregon Life is out | 


with a little booklet, designed to show that Oregon has 
the lowest death rate of any State in the Union. The 
fact that the Oregon Life operates only in that State, 
where, in addition to the extremely low death rate, it has 
the benefit of large interest earnings, is duly pointed out. 
The booklet says that though the company has $1,600,000 
of insurance in force, no deaths occurred during 1907. A 
table, showing the death rate in prominent cities, shows 
that this rate ranges from two to three times the rate of 
Portland, Oregon, viz., 8.27 per 1,000 inhabitants. Mil- 
waukee comes next, with a rate of 13.0; the next lowest 
being Providence, R. I., 17.05. 

There are a good many large cities which are not 
tabulated by Mr. Samuel, and perhaps some of them may 
dispute through our columns, his claim of superiority 
for Portland. 





OPINIONS OF OUR 1907 VOLUME. 
From Reed M. Hindman, District Manager, Mutual 
Benefit Life Insurance Company, Chicago, III. 
“Permit me to observe that your Re- 
ports are in my opinion the most satisfac- 
tory source of general information I have 
been able to find.” 
From Duke A. Putney, State Manager, Union Mutual 
Life Insurance Company, of Maine, Richmond, Va. 
“I would say in regard to the book, that 
I have found it to be a very invaluable as- 
set to have in any agency, and am sorry that 
I did not have the benefit of its knowledge 
before. It certainly gives many points of 
“amterest and facts regarding the insurance 
companies, operating in all capacities, and I 
hope that you may have the patronage that it 
deserves.” 





NOTES. 

About five hundred superintendents of the Metropoli- 
tan Life Insurance Company met in annual convention 
at the home office of the company in this city on Janu- 
ary 17th and 18th. Governor Charles E. Hughes made 
a very interesting address, which was received with a 
great deal of appreciation. Ex-President Grover Cleve- 
land also made an address. 





Darwin P. Kingsley, president of the New York Life, 
in a very widely [advertised preliminary report ad- 
dressed to the policyholders of the company, comes out 
ilatly in favor of sweeping changes in the Armstrong 
jaws, and urges the policyholders to bring pressure to 
bear upon their legislative representatives for that pur- 
pose. The companies, however, do not seem to be unan- 
imously in favor of these changes. 

Among other interesting items in Mr. Kingsley’s pre- 
liminary report, is the statement that the company 


act of the Legislature permitting the mutualization of the 
| Equitable Life Assurance Society, is constitutional. It 





will be remembered that Franklin B. Lord, a stockholder, 
sought to prevent this action being taken, and the case, 
carried through to the Court of Appeals, the highest 
in this State, was a complete victory for Mr. Lord; but 
in 1906 the Legislature passed an act authorizing the 
Equitable to carry out its plan of mutualization, and this 
act has been held constitutional. 





Press reports say that a bill is to be introduced in the 
Oklahoma Legislature, barring from that State fraternal 
orders which have not sufficient funds in hand to equal 
the net value of the outstanding policies, determined by 
actuarial standards. 





It is stated that Socialists in Wisconsin will endeavor 
to take advantage of the withdrawal from the State of 
a large number of life insurance companies, following 
the enactment of the extraordinary legislation which we 
have referred to in previous issues of this paper, (and 
which is again referred to elsewhere herein), by urging 
the desirability of insurance by the State. Last month, 
we printed on pages 22-23, information indicating which 
companies would remain and which withdrawn from 
Wisconsin. 





One of the New York dailies printed an interesting 
story on January 2!st to the effect that policyholders of 
life insurance companies borrowed large sums of money 
loaned to policyholders over $27,000,000 during 1907—an 
astonishing sum. It also paid out in surrender values 
$11,810,853 in cash. It was.also shown that on the basis 
of “Market values,” the bonds owned by the company 
have decreased over $20,000,000 in value. Nothing can 
better illustrate the necessity for some other basis of 
valuation than this; for the investments of the compan 
are of particularly high grade. 
during and immediately following the October panic, 
selling the cash at a premium in Wall Street. This was 
very nice for the policyholders, but hard on the com- 
panies, which in some instances, it is reported, were 
obliged to sacrifice excellent securities in order to get 
the cash to make the loans. As a consequence, it is 
suggested that the life insurance companies should be 
given the privilege of withholding such payments, in 
their discretion, for sixty days after application for the 
loan, just as savings banks have the right to similarly 
delay payments under extraordinary conditions. It is 
said that one of the largest companies in New York 
loaned over $11,000,000 to policyholders in the last three 
months of 1907. 
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LEGISLATION IN WISCONSIN. 

Below we reprint the official announcement of the 
Wisconsin Insurance Department regarding its interpre- 
tation of the much discussed and much abused new laws 
of that State. This we intended to print last month, 
but could not for lack of space. 








We now present it, 
simply as a matter of record. 





DEPARTMENT OF INSURANCE. 
Madison, Wis., Dec. 2d, 1907. 

The following is a series of questions and answers 
relating to the interpretation of the insurance laws passed 
at the last session of the legislature: 

“First: Chapt. 391, ‘An Act to create Sec. 1947p of 
the statutes, requiring foreign stock life insurance com- 
panies to determine and report the respective rights of 
policyholders and stockholders in unassigned surplus be- 
fore being licensed to do business in this State.’” 

“Question: Would it be a sufficient compliance with 
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this statute to say that the matter is now being adjudi- | 


cated in the courts?” 

This statute is mandatory, and the Commissioner has 
no authority to waive any of its provisions. The pend- 
ency of an action can have no effect on the making of 


this determination of ownership of the surplus by the | 


officers of the company. 


If the determination so made | 


is overruled by the courts it will, of course, be necessary | 


to make such changes as may be necessary to comply 
with the decision of the courts. But until so overruled 
the action of the officers will stand. The answer that an 
action is pending in the courts will not be considered a 
sufficient compliance with this law. 

“Second: Chapt. 507, ‘An Act to amend Sec. 1954 of 
the statutes providing for annual statements of the busi- 
ness and financial condition of life insurance compa- 
nies.’ ” 

This department will use the convention blank, which 
I understand will be used by most state departments. 
This blank covers practically all the information required 
under said Sec. 1954 of this law. Any other or additional 
information required by our laws will be embodied in 
a “supplement,” which is now being printed and will be 
forwarded to the companies as soon as received from the 
printer. 

The statement of salaries is also contained in the con- 


Mention blank, except that it calls only for salaries of 


$5,000 or over. It will be necessary, therefore, to add a 
supplementary list of those ranging from $3,000 to $5,000 
in order to comply with this law. 

The commissions, etc., paid to agents will be covered 
by the supplement. 
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no unanimity of opinion as to what is the most equitable 


method, the action of the officers will be subject to re- 
view only in case of gross abuse. 

“Question (b). Some companies have outstanding an- 
nual dividend contracts Of prior date, upon which..the 
method has been heretofore to declare annual dividends 
as additions to amounts insured, but only on condition 
that the premiums due on the same date shall be paid; 
otherwise the credit is not made. Would this still be 
permitted by section 1952c?” 

Section 1952c clearly prohibits the forfeiture of divi- 
dends in the manner indicated in the above question. 

“Question (c). Does paragraph 2 of Sec. 19S2c re- 
quire the payment of post mortem dividends?” 

Paragraph 2 reads: “Policies which have become pay- 
able before the time when the next distribution would 
have been made and after the date of the last previous 
distribution, shall share in the same equitably and propor- 
tionately.” 

In order to “share in the same equitably and propor- 
tionately” such policies would be entitled to post mortem 
dividends pro rata. 

“Question (d). What form will the Commissioner of 
Insurance require in order that the company may com- 
ply with paragraph 3 of Sec. 1952c in making reports 
thereunder?” 

The information required under this paragraph is cov- 
ered by question (f). 

“Question (e). Is Sec. ro52d relative to ‘annual state- 
ment of dividend apportionment for 190..’ mandatory if 
the difficulties involved in separating the profits from 


| different sources on individual policies should be such 


that it would be practically impossible of accurate ful- 
fillment?” 

Section 1952d is mandatory. However, the items tre- 
quired to be reported are the items apportioned or dis- 
tributed, and not the amount actually received by the 
company from each source. 

The statement which is required to be sent to each 
policyholder is for the preceding calendar year, except 
when the policy anniversary falls within the months of 
January and February, in which case the statement re- 
quired is that for the year ending one year previous to 
the last 31st day of December. 

“Question (f). On policies issued prior to Jan. 1, 1907, 
would the company be required to allow dividends credit- 
ed to policyholders to remain at interest when such con- 
tracts do not specifically provide for same?” 

This is a matter of publicity only, and if no interest 
is allowed on such accumlations that fact should be 
shown in the statement. The schedule for dividend fac- 


_ tors will appear in the supplement. 


“Third Chapter 636,‘An Act to create Sections 1952a, | 


1952b, 1952c, and 1952d of the statutes, providing for the 
annual apportionment and distribution of surplus and 
requiring reports thereof.’ ” 

“Question (a). 
‘equitably’ in section 1 in the following sentence: ‘The 
femaining surplus shall be apportioned equitably to all 
other policies entitled to share therein?’ ” 

The word “equitably” undoubtedly means that the 
surplus shall be distributed in such a way as to do sub- 
stantial justice to all the policyholders, and, as there is 


What is the meaning of the word | 





“Question (g). Would the company be required to 
furnish copies of its annual statement and gain and loss 
exhibit as filed with the Commissioner of Insurance upon 
application by any policyholder?” 

Yes. 

“Fourth: Chapter 657, ‘An Act to create Sections 
1950n, 19500, 1950p, I950q, 1o50r, 1950s and 1950t of the 
statutes, limiting the expenses to be incurred or paid by 
life insurance companies after the year 1907, and re- 
quiring reports thereof.’ ” 

“Fifth: Chapter 668, ‘An Act to create Section 1950m 
of the statutes, limiting the expense charge in the pre- 
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mium which may be charged by life insurance compa- 
nies.’ ” 

Section 1950m (Chapter 668, 1907) limits the loading 
that can be added to the net premium for expenses and 
contingencies. It reads as follows: 

“Section 1. There is added to the statutes a new sec- 
tion to read: Section 1950m. After the year 1907 no 
foreign life insurance company shall issue or deliver any 
policy in this state and no domestic life insurance com- 
pany shall issue or deliver any policy wherein the present 
value of the premiums stipulated to be paid shall exceed 
the sum of: 

a. The net single premium which will mature the policy 
according to its terms (exclusive of the provisions men- 
tioned in subdivision b), such present value and net 
single premium to be computed on the basis of the table 
of mortality adopted and the rate of interest assumed; 
and 

b. An amount as a provision for expenses and contin- 
gencies equal to one-third of the net single premium on 
an ordinary life policy insuring the same sum and issued 
at the same age, computed according to the American 
Experience table of mortality with interest at three per 
centum per annum. i 

The amount provided for expenses and contingencies 
fot any policy year as a measure for first and subsequent 
years, shall not exceed: 

(1) In the first year, the difference between the mor- 
tality charge computed on the basis of no deposit for 
such year and the level premium on a twenty annual pre- 
mium payment life policy insuring the same sum and is- 
sued at the samne age and computed upon the same table 
of mortality atid rate of interest and the maximum pro- 
vision under subdivision b, computed on the American 
Experience table of mortality with interest at three per 
centum per annum, together with the excess, if any, of 
the first year’s premium over the largest subsequent an- 
nual premium on such policy, provided the first year’s 
expense charge on any policy shall in no case exceed the 
difference between the premium and the mortality charge 
for such year. 

(2) In any one of the four succeeding years, one and 
one-half of the amount which would be available under 
a level distribution of the maximum provision under sub- 
division b, over the premium paying period of the policy, 
computed upon the American Experience table of mor- 
tality with interest at three per centum per annum. 

(3) In any year after the fifth year, the amount which 
would be available under a level distribution of the maxi- 
mum provision under subdivision b, over the premium 
paying period of the policy computed upon the American 
Experience table of mortality, with interest at three per 
centum per annum. 

This section shall not apply to policies of industrial 
insurance. 

Section 2. This act shall take effect und be in force on 
and after the first day of January, 1908, after its passage 
and publication.” 

- Attention should be called at the outset to the fact 
this law does not fix arbitrarily the premiums which 
may be charged by life insurance companies. It makes 
absolute provision, however, with respect to the maxi- 
mum amount which may be added to the net premium 
as a provision for expenses and _ contingencies, 
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namely, one-third of the net American 3 per cent. 
single premium on a whole life policy. That is to say, 
the present value of the loadings contained in all the 
annual premiums on a policy must not exceed one-third 
of the net American 3 per cent. single premium on ¢ 
whole life policy. At age 35 this single premium is $419. 
88 and one-third of this amount is $139.96, which may be 
distributed over the premium paying period of the policy, 
as the company may deem best, except that the amount 
set aside for the expenses of any particular year must not 
exceed the amounts specified in paragraphs (1), (2) and 
(3) under subdivision b. 

Under paragraph (3) the maximum amount allowed ag 
an expense charge for any one year after the fifthis found 


by dividing the present value (one-third of the Net Ameri- { . 


can 3 per cent. single premium on a whole life policy) 
by the immediate annuity covering the premium paying 
period of the policy in question. 

The amount allowed under paragraph (2) as a maxi- 
mum expense charge the second, third, fourth and fifth 
policy years is one and one-half times the amount al- 
lowed under paragraph 3. 

The last part of paragraph (1) provides that the first 
year’s expense charge shall in no case exceed the dif- 
ference between the premium and the mortality charge 
(the mortality charge on all term, ordinary life and 20 
A. P. life policies, being the net Am. 3 per cent. term 
premium for one year). This in effect forbids the levying 
or charging any of the first year’s expenses against the 
second or subsequent year’s premiums and requires that 
the first year’s premiums must in all cases take care of 
all first year’s expense, together with the cost of car- 
rying the risk the first year. 

All that is necessary then to find the maximum ex- 
pense charge on term, ordinary life and 20 A. P. life 
policies the first year, in case of a level premium, is to 
deduct the mortality charge from the gross premium, pro- 
vided the gross premium does not exceed the net level 
premium plus a loading of one-third of the net Am. 3 


per cent. premium. The companies are allowed, how-. 


ever, to charge a higher premium the first year than 
subsequent years, and such excess of first year’s premium 
over subsequent premiums may in all cases be used for 
first year’s expenses. 

The first year’s expense tharge on ten and fifteen A. P. 
life and endowment policies cannot exceed the first year’s 
expense charge on a 20 A. P. life policy issued at the 
same age. To illustrate: The net annual Am. 3 p 
cent. premium on a 20 A. P. life policy at age 35 is 
$29.85. Adding a loading of one-third we have $39.80 
as the maximum gross premium for a 20 A. P. life 
policy in a company which computes its reserve on an 
Am. 3 per cent. basis. Deducting the mortality charge, 
$8.60, leaves $31.11 as the maximum expense charge the 
first year. Consequently $31.11 will be the maximum ex- 
pense charge for all ten and fifteen payment life policies 
and for all endowment policies issued at age 35 with 
the possible exception of a few long term endowments. 

The expense charged at other ages is arrived at by the 
same process. 

Considerable anxiety has been manifested with re 
spect to the effect of this law upon the reserve or valt- 
ation of a company’s policies. The fact is that it has 
absolutely nothing to do with the question of valuation. 
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If the companies desire to put up the full net level pre- tingency reserve ... $...... 


mium reserve out of the unassigned funds on hand they 











have a perfect right to do so without violating this law. 15 Total (13) and (14) ......... Didass 

Chapter 657 reads as follows: 

“Section 1. There are added to the statutes seven 16 Balance, deducting (15) from (12).... $...... 
new sections to read: Section 1950n. Every foreign life 17 All other expenses ............++--0+- Pescass 
insurance company doing business in this state or hav- 
ing in force any policies issued in this state, and every 18 Total expenses, add (8), (16) and (17).. $...... 
domestic life insurance company, shall, beginning with 19 Excess or deficiency of (c) over (18).. $...... 


Section 19500. No company mentioned in section 
1950m shall incur or expend or permit any person, firm 
or corporation, to incur or expend on its behalf or un- 
der any agreement with it, during any calendar year, for 
the purposes specified in subdivision b, in section 1950n, 
an amount exceeding in the aggregate the total expense 
charges specified in subdivision a in section 1950n. 

Section 1950p. No company mentioned in section 
1950n shall in any calendar year make or incur any ex- 
pense, or permit any expenses to be made or incurred 
on its behalf or under any agreement with it, for all pur- 
poses (exclusive of such expenses for medical examina- 


the first day of March, 1909, and on the first day of 
March each year thereafter, as of the calendar year 
preceding, make a report in writing to the Commis- 
sioner of Insurance in the following form: 
SEE Glen cb de saactcanesbetvcens of expense charges 
and expenditures for the year ending December 31, 19... 
| Y First Year Business. 
(a) Total expense charges of first year contained 
in premiums for the first year of insurance 
received in said calendar year........... oavace 
(b) Total expenses incurred or paid: 
1 For commissions on first year’s pre- 














EE Co oa Wade tas aes ue 00 046004 0he a ana tions and inspections of risks as are actually paid from 
2 For advances to agents.............. ia sios the gains on mortality and of such investment expenses, 
St DE + cavers gd thetecssneeen Rete sis taxes, fees and licenses as are actually paid from the 
4 For such part of the expense of medical savings on interest and the contingency reserve), in an 
examinations and inspections of risks amount exceeding in the aggregate the total expense 
| not actually paid from savings on charges specified in subdivision c in section 1950n. 
| ET or calles on ots ull wot eebe kee ae ‘ Section 1950q. No company mentioned in section 
5 The due proportion well and truly as- 1950n shall in any calendar year, on account of any 
certained of all other expenses policy, make or incur any expense or permit any ex- 
properly chargeable to first year’s pense to be made or incurred on its behalf or under any 
business, exclusive of expenses for agreement with it (exclusive of such expenses for medi- 
medical examinations and inspections cal examinations and inspections of risks as are actually 
of risks actually paid from gains on paid from the gains on mortality and of such investment 
; mortality and of investment expenses, expenses, taxes, fees and licenses as are actually paid 
j taxes, fees and licenses, actually paid from the savings on interest and the contingency. re- 
: from the savings on interest and serve), for commissions and advances to agents, greater 
; the contingency reserve: than the expense charge becoming available on such 
For agency supervision... $...... policy in such calendar year. 
3 For home office ......... idcerinn Section 1950r. No such company, nor any person, firm or 
6 For other items........... he 6a wo corporation on its behalf, or under any agreement with 
n | it, shall pay or allow to any agent, broker or other per- 
n EE sete a oben oo ae canes eee ae son, firm or corporation for procuring an application for 
ir life insurance, for collecting any premium thereon or for 
Total first year’s expenses............... iecene any other service performed in connection therewith, any 


7 Total Business. 
(c) Total expense charges becoming available in 
fF Ree ere ha cea 
ARMA) Total expenses for said year: 
6 Medical examination and in- 
spection of risks ........... — re 
7 Deduct amount of same paid 


compensation other than that which has been determined 
in advance. 

Section 1950s. All bonuses, prizes and rewards and all 
increased or additional commissions or compensations 
of any sort, based upon the volume of any new or re- 
newed business, or upon the aggregate of policies writ- 
ten or paid for, or upon any other contingency, are pro. 











from gains on mortality.... $...... hibited. 

e, Section r9g50t. Sections 19500, 1950p, 1950q, 1950r, and 
ne 8 Balance, deducting (7) from (6)....... $...... | 1950s shall not apply to stock corporations, issuing and 
X- 9 Fees and licenses..... tak representing themeselves as issuing non-participating 
es Be eee eee ES policies exclusive, nor to industrial policies. 
th 11 Investment expenses.. $...... Section 2. This act shall take effect and be in force 
ts. from and after the first day of January, 1908, after its 
he 12 Total of (9), (10) and (11).... $...... passage and publication.” | 

13 Amt. actually paid Under section 1950n of this law the companies are re- 
re from savings on in- quired to report annually under subdivision (a) the total 
ju he Rk ae ei arite ee loading or expense charges contained in first year’s pre- 
jas 14 Amt. paid from con- 





miums, and under subdivision (b) of the same section, a 
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statement of all first year’s expenses. Under subdivision 
(c) a like statement is required of the expense charges 
contained in all premiums collected during the year, 
no matter when or where written, and under (d) a state- 
anent of total expenses incurred during the year. 

_Sec. 19500 provides that no company shall incur or 
expend for any purpose stated under subdivision (b) in 
Sec. 1950n an amount exceeding the total expense 
charges reported under subdivision (a), thus limiting 
first year’s expenses to the expense charges or loading 
contained in first year’s premiums, except that mortality 
gains may be used to pay for medical examination and 
inspections of risks, and gains on interest may be used for 
investment expense, taxes, fees, etc. Sec. 1950p makes 
similar provision with respect to total business. 

Sec. 1950q forbids any expenses for commissions and 
advances to agents in any year on account of any policy 
in excess of the expense charges becoming available in 
such year. 

The expense limitations provided for in this chapter 
apply to aggregates for the year, except the limitation 
of commissions and advances to agents specified in 
Section 1950q. 

Sec. 1950r prohibits all compensation or emoluments 
to agents except that which has been agreed upon in ad- 
vance, and Sec. 1950s prohibits the use of prizes, bonuses, 
etc., as an inducement to get business. 

Sec. 1950t exempts companies issuing non-participating 
policies exclusively, from the foregoing provisions ex- 
cept that they must report as a matter of publicity the 
facts called for under Sec. 1950n. 

This chapter (657, laws of 1907) will take effect Jan. 
Ist, 1908; consequently the report required under Sec. 
1950n, will not be required for the year 1907. 

“Sixth. Chapt. 658. ‘An Act to create sections 1952f, 
1952g, 1952h and 19521 of the statutes, providing for the 
ascertainment and apportionment of deferred dividend 
surplus and requiring reports thereof.’” 

“Question (a). Will the department insist that this act 
applies to all policies of life insurance ‘heretofore...... is- 
sued by any company doing business in this state.’ 
Whether the contractural agreement between the com- 
pany and the policyholders on contracts issued prior to 
the enactment of this law provide for no such ascertain- 
ment and apportionment? Will the department insist 
upon the provisions of this statute even if it should be 
shown to be retro-active legislation?” 

Sec. 1952f applies to all deferred dividend policies in 
force in this state and the department will expect the 
companies to comply with its provisions. 

“Question (b). Is it the intent of Sec. 1952i to require 
the company upon the written request of any policy- 
holder to furnish him with information giving the con- 
tingent share of an individual policy in the surplus of a 
class, or could this inquiring policyholder require the 
company to furnish him with the amount of the contin- 
gent share of every policyholder in the class?” 

Sec. 19521 gives each policyholder the right to be in- 
formed as to the accumulations on his own policy. He 
cannot require the company to give him the same infor- 
mation relating to all policies. 

“Question (c). What items under item 5, subdivision 
(b), Sec. r950n, are chargeable to first year’s business?” 

The matter of apportioning such expenses to first 


-~ 

















year’s business will be left to the companies and will be 

subject to review only in case of apparent wilful evasion 

of the law. ei S 
GEO. E. BEEDLE, 


Commissioner of Insurance. 





December 4, 1907. 
HON. M. W. WAITE, 
Deputy Commissioner of Insurance, 
Madison, Wisconsin. 
Dear Sir:—I am in receipt of your favor of even date in 
which you state: 

“The New York Life Ins. Co., has by letter submitted 
to this department a preamble and resolutions to be 
passed by the board of directors of that company and 
has asked the opinion of the department as to whether 
or not said company by passing and adopting said 
preamble and resolutions and observing the same will 
thereby comply with the laws of Wisconsin with re- 
spect to ‘first. year’s expense charge’ and the expenses 
for first year’s business under the laws of the state of 
Wisconsin” 

and requesting an official opinion thereon. You also 
enclose a copy of said preamble and resolutions, the 
parts thereof material to the question submitted being 
as follows: 

“Resolved that the expenses chargeable to the first 
year’s premiums received on new business consist of, 

1. The direct acquisition expenses, which are, the 
commissions paid for new business, the advances made 
to agents, and the sums paid for medical examinations 
and inspections in connection with new business; and, 

2. The proportional share of the first year’s pre- 
miums in the other expenses of the company exclud- 
ing renewal commissions, and such other expenses as are 
properly chargeable to the renewal premiums solely, 
and excluding such expenses as are properly charge- 
able to interest and rent. 

Resolved further, that the resources available to 
meet the above defined expenses chargeable to first 
year’s premiums are the following: 

1. The first year’s savings from mortality to the 
amount of the total sums paid for medical examina- 
tions and inspections in connection with new business, 
but not beyond that amount. 

2. The portion of the first year’s premiums received 
which is available for expenses, and which is desig- 
nated in the Wisconsin law as ‘expense charge’; this 
portion being— 

(a) In the case of Ordinary Life, 20 Payment Life, 
and Term Premiums, the excess of the gross pre- 
miums over the corresponding net premiums for one 
year term insurance; or, 

(b) In the case of policies bearing higher premiums 
than the 20 payment life, the excess of the correspond- 
ing 20 payment life gross premiums over the corres- 
ponding net premiums for one year term insurance.” 
Replying to the same will say that the present insur- 

ance laws of this state, when strictly construed by sepa- 
rate chapters, apparently result in some conflict and 
confusion and in order to arrive at a proper construc- 
tion and interpretation of said laws it is necessary to 
bear in mind the fundamental principle of construction 
that where a statute is general in its terms, another 
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statute expressly bearing on a particular part of the 
subject covered by the general statute, always controls | 
where the general and special statute cannot be har- 
monized and that where the meaning of a statute is 
doubtful the court will, if possible, give it a reasonable 
and practical meaning and such a construction should 
be adopted, if it is possible under the whole law, which 
will give some practical meaning and force to every 
part of the law. 


Chapter 668, of the laws of 1907, creates but one of | 
the numerous new sections to be added to our present | 


statutes and is called section 1950m, limiting the expense 
charge in the premium which may be charged by life 
insurance companies. 
vide that the premium to be charged shall include a 


' NG net single premium which will mature the policy ac- 


cording to its terms and in addition to this an amount 
as a provision for expenses and contingencies equal to 
one-third of the net single premium on an ordinary life 
policy insuring the same sum and issued at the same age, 
computed according to the American Experience table 


Subdivisions (a) and (b) pro- | 


of mortality with interest at three per centum per an- | 
num. Said subdivision (b) further provides that the | 
amount provided for expenses and contingencies for any | 
policy year as a measure for the first and subsequent | 


years shall not exceed: 

(1) In the first year, the difference between the mor- 
tality charge computed on the basis of no deposit for 
such year and the level premium on a 20 annual pre- 
mium payment life policy insuring the same sum and 
issued at the same age and computed upon the same 
table of mortality and rate of interest and the maximum 
provision under subdivision (b), computed on the Ameri- 
can Experience table of mortality with interest at three 
per centum per annum, together with the excess, if any, 
of the year’s premium over the largest subsequent an- 
nual premium on such policy, provided the first year’s 
expense charge on any policy shall in no case exceed the 
difference between the premium and the mortality charge 
for each year. 

This section, 1950m, must necessarily appear in con- 
struing these laws just before sections 1950n to 1950t, in- 
clusive, which constitute chapter 657, laws of 1907. Sec- 
tion 1950n provides a form for the report of expense 
charges and expenditures for first year and must have 
direct reference to the expense charges provided for in 
section 1950m, and section 1950q provides that no com- 
pany mentioned in the preceding section shall incur cer- 


a expenses greater than the expense charge becoming 


available on such policy in such calendar year. 

Chapter 637, laws of 1907, is an act to create section 
1946x of the statutes defining certain words and phrases 
used in the laws relating to life insurance but expressly 
provides that if the context of any section or law re- 
lating to life insurance indicates otherwise the defini- 
tion does not necessarily apply. This section, as its ap- 
pended letter indicates, must be treated as the last 
section of the insurance laws. The words “expense 
charge” as defined in section 1946x might, by a strict 
construction, mean something not quite the same as the 
expenses and contingencies mentioned in section 1950m, 
but 1950m is a specific statute dealing with the specific 
subject of expenses and contingencies to be provided 
for i m the first year premium and specifically states how 





the aggregate of said expenses and contingencies shall 
_ be determined. 

Bearing in mind the fundamental rules of construction 
above mentioned and comparing the provisions of said 
chapters 668, 657 and 637 with the resolutions submitted 
to you, I am of the opinion that said resolutions com- 
ply substantially with the requirements of the Wisconsin 
law on the point of expenses chargeable to the first 
year’s premiums, bearing in mind the fact that the sum 
total of such expenses cannot exceed the maximum 
amount becoming available in such policy year. 

This opinion could be extended indefinitely and made 
to consist of a detailed construction and interpretation 
of different sections, taking each separately and then 
combining them into a harmonious whole, but for the 
purpose of the particular question submitted by you, 
I do not deem it necessary at this time to write a more 
extended opinion. 

I have given this matter very careful consideration, 
the time and research of which do not necessarily ap- 
pear in the brevity of this opinion. 

Very truly yours, 
(Signed) F. L. GILBERT, 
Attorney General. 





STATE OF WISCONSIN, 
DEPARTMENT OF INSURANCE. 
New York City, December 6, 1907. 
MR. JAMES H. McINTOSH, Gen. Counsel, 
New York Life Insurance Company New York City. 
Dear Sir:—I have examined the opinion of Honor- 
able Frank L. Gilbert, Attorney General of the State 
of Wisconsin, in reply to your inquiry of the 4th inst., 
submitting a proposed resolution for your Beard of 
Directors. The aforesaid opinion has my approval with 
the understanding that for the purposes of the Wisconsin 
Department, there shall be added to the expenses charge- 
able, mentioned in said resolution, the item of “Adver- 
tising,” so far as the same exceeds, if at all, the pro- 
portion of the first year’s premiums in the item of 
“taxes, fees, and licenses,” mentioned in Section 1950n, 
—the former being an item charged, and the latter an 
item credited, under the Wisconsin laws, but not under 
the New York laws. 
Of course the statement must be made as specified in 
Section 1950n. 
Very truly yours, 
(Signed) GEO. E. BEEDLE, 
Commissioner of Insurance. 





BUSINESS WRITTEN AND IN FORCE. 

We present below a tabulation showing the paid-for 
insurance written by a large number of companies during 
1907, and the paid-for insurance in force at the end of 
1907. For purposes of comparison, we have added s 
third column, showing the insurance in force at the end 
of 1906, so that the net gain can be seen at a glance. The 
figures of some of the companies are very interesting. 


In Force Written In Force 
Company. Dec. 31,1906. During 1907. Dec. 31, 1907. 
Aetna Life $261,362,984 $27,158,873.00 $271,027,574.00 
American Central 
Life Ins. Co.... 18,698,170 6,729,000.00 21,164,578.00 
Bankers Life of 
Nebraska ...... 19,295,797 21,795,330.00 


5,018,795.00 
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In Force Written In Force In Force Written In Force 
Company. Dec. 31, 1906. During 1907. Dec. 31, 1907. Company. Dec. 31, 1906. During 1907. Dec. 31, 1907, 
Bankers Life - of Travelers Ins. Co., 166,735,543 *24,121,493.00  *180,335,420.99 
New York ..... 14,253,047 *705,334.00 *10,880,006.00 Union Central.... 242,141,715  *31,000,000.00 *256,000,000.00 
Baltimore Life, Union Mutual..... 67,038,856 *2,.530,998.00 *62,842,507.00 
ee. BAS. < Svcccd 9,094, 487 4,922,577.00 9,947,605.93 | United States L., RF a ee ee 
QeG. Bae <ccccse 2,108,806 756,104.91 2,468,213.04 | Washington Life.. 61,032,283 4,205,150.00 57,859, 321.00 
Berkshire Life.... 65,110,667 3,527,279.00 64,910,790.00 West. & S. L., 
Canada Life ..... it *. oe 5 nce é donk gneaane> [sweated ed acs 30,501,871 14,890, 263.00 39,503, 485.00 
Colonial Life, BAR < cnccsdsivs B.GGRGED . ci ccscccdinsn Vee tie 
ee etd 13,176,326 10,721, 436.00 15,629,430.00 entuinmenen : 
Pee. BP  sscwes 3,980,757 1,343,558.00 4,305,240.00 Companies did not respond to our request where figures are 


not shown. 


Columbian Nat’l | ees 
* Figures taken from Supt. Kelsey’s Preliminary report. 



















a ae a Se oe Witie Settee s + Does not include “‘Safety Fund” insurance. 

ge eet 5 saidshadas dtoecmaterhedae: 4 § Figures are upon an “issued’’ basis. 
Conn. General ... 33,665,096 4,939,105.00 36,472,869.00 | 

ife 71,701,156  *11,85 *174,7 5.00 | 
Sm new tite’ adoshist 630575300 24.762,902.00 | REPORT OF THE EXAMINATION OF THE PROV. 
Equi. Life of Ia.. 30,874,319 —«5, 860,431.00 $4,854,322.00 IDENT SAVINGS LIFE ASSURANCE 
Equitable Life .. 1,376,676,369 *72,100,000.00 *1,338,400,000.00 | SOCIETY OF NEW YORK 
Federal Life ..... il ll | COG IN PS 
ae 9 9 52 9 . 

ene ea "caine yap ap een _ By Consulting Actuary S. H. Wolfe for the Insurance 
Germania Life .. 114,189,167 *11,838,456.00  *113,593,050.00 | Department of Colorado and Comment by 
Blartford Life .... 18,778,685 — .....c0ccccces bith techies elt | the Commissioner. 
ee ee AAS SA | Ofice of Commissioner of Insurance 
Inter State Life .. Re < Sa cavcutcundes RR POTS. Denver, Colo., January 13, 1908 
John Hancock The Provident Savings Life Assurance Society, 346 

Mutual, Broadway, New York City. 

ae ee eee a song cr eee ee ae Gentlemen—Herewith is transmitted the report of Mr. 
Kan. City Life .. 12,012,816 —6,536,784.00 __15,017,306.00 | 5: H. Wolfe, covering the recent examination of your 
we oe, ~ PD ‘vechcucbeneese  cesedacdcccotccese 5 GES 
Manhattan Life .. 74,407,461 *4,179,379.00 *69,066,914.00 Believing that the policyholders and the public are 
~ ora — pce ae Sans rerseeseeeeseeee* | entitled to know the important developments of this 
Mass. Mutual .... 202,496,761 21,096,796.00 _213,475,260.00 | investigation, and that the interests of safe and sound 
Meridan L. & T.. 8,296,391 3,290,000.00 9,324,862.00 | insurance management will be well served by stating 
Metropolitan Life, : : them, the report of the examiner and the statement of 

Ord. Ing nnn ABSALON *132405,95.00 *487,068,08.00 | the Commissioner which follows will, in accordance with 
Michigan Mutual 48,475,062 5,489,613.00 7,039,568.00 | the policy of this department be made a matter of public : 
Minnesota Mutual, 22,162,449 ........- 2000 sesuseceeceseee | Fecord. The suggestions and conclusions of Mr. Wolfe 
Mutual Benefit.... 412,119,264 yor oan ee are fully concurred in. 
——. i 1,517,257,289 “55,500, 008.00 1,462,250.00 Comment cf Insurance Commissioner of Colorado. 

Ord. Ins........ 77,154,836  *7,646,910.00  *67,281,442.00 At the close of the preliminary survey the Superinten- ( 

i Ms ccatass ae eae seseccseeeeseesee | Gent of Insurance of New York joined in the regular ex- ¢ 
National Life of : amination of the Provident Savings Life Assurance So- t 
rt poten on £3,962, 460 11,979,167.31 47,060,297.61 ciety, upon invitation from the undersigned. I 

Montpelier ..... 148,797,787 | 18,107,111.00 _151,779,281.00 The following figures from the report of the examiner, t 
N. E. Mut. Life.. 173,396,203 § 16,052,643.00 178,872,320.00 | Mr. S, H. Wolfe, show, in brief, the financial condition of 5 
New York Life... 2,029,605,718 *154,558,497.00 *2,005,341.184.00 | the Society as he found it on Sept. 30, 1907: ; 
ee MmesGonm TAR, BRST TS cccccccccscene sucscvcecsviaser SE A eS gc Eas Riga pti ee oe $9,851,057.80 
Northw’n Mutual, 819,252,279 102,233,634.00 881,563,592.00 bane | 
Northw’rn Nat’l.. 22,963,978 3,779, 715.00 22,635,623.00 IT ne ee wane ce 9,436,450.01 g 
Pacific Mutual.... Tt. scthadigueuss . sebacemunmitinkion 
Penn Mutual Life, 396,319,522  69,366,148.00 425, 956,270.00 EDO ESE pe INNS SE. $ 414,601.88 
Philadelpnia Life. 17-499.516 | 7-690,291.00 18.075.197-00 | OF these liabilities $9,388,583.00 are reserves on hang [a 
Pres. Min. Fund, 11,311,352 1,324.586.20 12, 222 660.50 required by law for the protection of policy contracts. Dz 
Provident L. & T.. 182,679,367  22,233,944.00 191, 986,786.00 The impairment is largely accounted for by the re 
Provident Sav. L. duction in the Society’s valuation of its real estate. Af ah 
comb - ont se -98 wtes.ane ppm ype pres ter extensive investigation by both departments, the final E 
Prudential Ins. Co., : determination of the value of the real estate owned by in 

pO ES RES. 464,840,841  *76,924,565.00  *497,075,873.00 | by the Society was left to Superintendent Otto Kelsey of du 
; tea, Tews SeDe dace SO ONO) SCE chbde Sin © dee dbGedbsS i cbte the New York Department. Considering the official ap ! 
Reserve Loum... ROSS I IIIT | praisals, the earning capacity and actual income of the Hf on 
Royal Un. Mut. L. 16,047,039 _—3,546,718.00 17,700,870.00 | two properties which were reduced, it is very clear that Hi an 
Secur’y L.of Chi., 10,624,978 6,584,000.00 15,296,000.00 | Mr. Kelsey’s valuations are liberal and fair to the 50 
~~wanin A ag I.., spot *7,232,507.00 *48,473,969.00 | ciety, and the Colorado Department concurs in and at tat 
State Mt ct Rome sas7aaee oo Te | septs his findings. De 
State -M.-of Wor., . 118,748,180 . 10,504,741.00  121,725,794.00 The Society, at the request of the heads of the two De " 











SE: Bi vos cecdee RR aa cee ne ani eae tgs Senin hditahte | partments, ceased soliciting new business on December ruf 
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2,1907. Under the laws of New York, it has been given 
an opportunity of making the impairment good and to 
avoid a receivership, which would prove expensive and 
close the career of the Society. In the event that this 
impairment is not made good by the stockholders, the 
suggestion was made that the present official positions 
be abolished, with the exception of a President, who may 
also perform the duties of Actuary and manager at a 
reasonable salary, and the dismissal of all employes not 
actually necessary to handle the renewal business. I am 
informed that these, and other reforms, will soon be ef- 
fected, and that the funds will be managed solely in the 
interests of the Society. 


If this policy is pursued—now that all improper asset | 
ee have been weeded out, its assets and liabilities 


fairly, liberally and properly valued. the mortality ex- 
perience improving, and the actual condition and needs 
of the Society made known—it is practically certain that, 
the impairment may be replaced and the Society emerge 
sound and solvent, and resume writing new business in 
the not distant future. There is, therefore, if this plan 
is carried out. no occasion for alarm on the part of the 
policyholders, and, in the opinion of the Commissioner, 
no necessity exists at the present time for the lapsing of 
policies or withdrawal of funds. 

General. 

The investigation of this Society was initiated by the 
Commissioner of Colorado to determine its actual finan- 
cial condition, and because he believed that the funds 
and the future of the Society were, endangered by the 
proposed merger. or re-insurance, with a small and re- 
cently organized company in Philadelphia, known as the 
Pennsylvania Mutual Life Insurance Company. This 
company, according to its report to the Pennsylvania 
Department, had total admitted assets amounting to 
$8,826.47. which included its capital. or “guaranty fund,” 
of $1,160.00. It was using the “stock plan” of inducing in- 
surance. Mr. John J. Coyle was the President of this 
company, which was to guarantee the Provident So- 
ciety’s policies, or to take over the Society on some other 
plan. Mr. Coyle was also at the head of the group of 
Philadelphia financial operators who secured control of 
the Provident Society management by paying for the 
stock $50,000 in cash. and the balance of the purchase 
price in notes. 

The report of the Examiner and the personal investi- 
gation by the undersigned both show that the interests 
t ty policyholders were in jeopardy. These interests 

re guarded during the recent crisis in financial circles. 
and in the affairs of the Society, to the full limit of de- 
partmental authority. 

The Society suffered seriously from the extraordinary 
abuses which existed under the management of President 
E. W. Scott who was deposed during the Armstrong 
investigation, and its present condition is very largely 
due to his wrong-doing. 

The increase on the books of $433,130 in the value of 
One piece of real estate saved the report from showing 





_ a impairment at the close of 1905. 


_ A similar increase of $200,000 on the value of real es- 
tate saved an impairment at the close of the New York 
Department examination May 16, 1906. 3 
The placing in the treasury of $250,000 by. Mr. Wood- 
tuff, from the surplus or profit from the sale of the stock 
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to E. R. and O. F. Thomas saved another impairment at 
the close of 1906. , 

Notwithstanding the efforts of Mr. Woodruff in be- 
half of the Society, the present examination as of Septem- 
ber 30, 1907, again finds the assets impaired. In fact, a 
correct valuation of the assets and liabilities would have 


| shown the Society impaired in at least the three last an- 








nual statements. 
The Thomas Management. 

The Thomases assumed control the first of January, 
1907, Mr. Woodruff having resigned the Presidency and 
turned the duties of that office and the salary ($18.000 per 
year) over to Mr. O. F. Thomas, the Vice-President, who 
continued in charge until the sale to the Philadelphia 


| syndicate on October 8th, 1907. 


The records show that for the first two months the 
new owners, who were then very active in banking circles 
visited the offices frequently and took a live interest in 
the Society. They also show that the executive or 
finance committee which supervised the officers And di- 
rected the business policy of the Society met during this 
period regularly every week. From this time, however, 
the new owners seemed to lose interest, and the Society 
was allowed to drift. From February 21st to March 21st 
but one meeting was held with a quorum present. The 
Secretary's records show that from May 2nd to Septem- 
ber 12th but three meetings were held with a quorum on 
hand to transact business. There was virtually no direct- 
ing head to the Society. The fact that those in control 
were charged with the duty of managing, and were paid 
for managing, a great trust fund was apparently for- 
gotten. 

At a time when this and other Life Insurance institu- 
tions were suffering from the results of restrictive legis- 
lation, when its mortality (1906) had been unusually high; 
when, by the result of former improper investments, it 
had been unable to earn the interest on the reserves pre- 
scribed by law,—at this time, when the interest of policy- 
holders demanded the greatest energy and skill in the 
management to overcome these adverse circumstances, 
the Thomas management not only neglected the Society, 
but actually sold high class bonds, paying from 4%% to 
5% interest, and deposited these and other monies in a 
string of banks, in many of which they were then per- 
sonally interested and which paid a much lower rate of 
interest. 

The preliminary survey by this Department found $1,- 
143,000 in cash deposited in banks, a large proportion 
being placed in banks controlled by the Thomas-Heinze 
interests. At least $900,000 of this should have been prop- 
erly invested. As explained by the Examiner, a large 
portion of these funds, which were in weak or question- 
able institutions, were removed to a place of safety by 
the action of this Department at the commencement of 
the recent financial disturbance. It is claimed by the 
officers of at least two of the banks that it was under- 
stood that these deposits were to remain while certain 
loans were outstanding. 

An adverse legal opinion, now in the Company’s files, 
indicates that the Thomas management, at the outset, 
contemplated further jeopardizing the funds of the pol- 
icyholders, by “loaning” securities of the Society to their 
own or other banks, presumably, upon which deposits or 
circulation could be secured from the national govern- 
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ment. It is a significant fact that their loss of interest in 
the Society’s management was coincident with the re- 
ceipt of this opinion. The practice of the Scott manage- 
ment, and which is still more or less common with some 
companies, of converting valueless notes, or other non- 
admitted assets, into assets and reporting them as cash 
deposited in banks, through the extension of what is 
termed “banking courtesies,” had left the Society with 
two valueless “deposits,” which were eliminated by this 
examination. These and other improper entries have 
rendered the annual statements of recent years of little 
value. : ; 

The Coyle Syndicate. 

One of the most extraordinary and incredible transac- 
tions in connection with the general juggling of the af- 
fairs of the Society during the past few years, is found 
in the fact that the Philadelphia promoters actually se- 
cured control of the management of the Provident Soci- 
ety and of the $9,000,000 of assets belonging to the policy- 
holders, by paying the small sum of $50,000 in cash and 
giving notes covering « long period of years, for the 
balance of the purchase price. 

While it is denied that there was any agreement to 
return this sum to any bank, or to deposit the funds of 
the Society anywhere to cover such a loan, yet it is 
interesting to note that the first act of Mr. Coyle, upon 
securing control, was to deposit $50,000 of the Society’s 
funds with the Hamilton Trust Company of Philadelphia. 
Mr. Brooks, a member of the Coyle group, and one of 
the new directors of the Society, was ane of the high 
officers of the Hamilton Trust Company. Another de- 
posit amounting to $11,000 was found in a bank in a 
village in the mining region of Pennsylvania. The 
cashier of this bank was also one of the new Coyle direc- 
tors of the Society Efforts to secure the return of this 
deposit during the examination were unsuccessful, but, 
on demand of the undersigned, the $50,000 sent to Phila- 
delphia was ‘finally returned to the Society. 





Society in a position where its resources may be con. 
served and its lost ground recovered before reaching the 
point where a costly receivership and the closing up of 
the Society would be necessary under the law. It is to 
he hoped that the final result will be the complete re. 


| habilitation of the Society, giving it a new start as a 


Noting these transactions it seemed reasonable to as- | 
sume that the misuse of the Society’s funds was to con- | 
| the starting of the examination itself. 


tinue under the new management and it was at once made 
known to this management that no such policy would 
be permitted, nor would the transfer of the assets of the 
Society to the Philadelphia Company have been allowed 
by the Commissioners, without a searching inquiry into 
every detail of the transaction, followed by full publicity. 
Immediately after this difference arose between the Coyle 
and Thomas interests, indicating a desire on the part of 
the Philadelphians to withdraw from the deal. The stock 
of the Society is held by certain banks as security for 
loans made to the Thomases. The Thomases have so 
far been unable to pay these loans, and release the stock, 
and have found it equally impossible to return the cash 
or the notes to the Coyle syndicate,—the notes having 
been discounted. Information is at hand, however, in- 
dicating that the ownership matter will be cleared up in 
a few days, and the suggested program of reform carried 
out. 

The result of the efforts of the New York and Color- 
ado Insurance Departments in this investigation has been 
(1) to make known the actual financial condition of the 
Society; (2) to put a stop to the possible abuse of the 
Society by bank speculators or others who would manage 
its finances for their own personal gain; (3) to place the 





solvent, well managed institution. 

The common good certainly demands that a direct and 
swift road to the penitentiary be provided for men who 
secure control of a corporation to manipulate or specu- 
late with its trust funds, in order to fill their own pockets, 
or who use such trust funds to assist them in unloading 
on such corporation undesirable or valueless securities 
in which they are personally interested. Until such pro- 
vision is made these vicious practices can only be dis- 
couraged by investigations made by the Insurance De- 
partments of the various states, followed by such public. 
ity as intelligence and wisdom may dictate. 

Yours truly, 
E. E. RITTENHOUSE, 
Commissioner. 





Report of Consulting Actuary S. H. Wolfe. 





New York, December 31st, 1907. 
Hon. E. E. Rittenhouse, 
Insurance Commissioner, 
Denver, Colorado. 

Sir—I have the honor to submit herewith the results 
of the investigation of the Provident Savings Life Assur- 
ance Society, instituted by you and conducted jointly 
with the Insurance Department of the State of New York, 
In accordance with your instructions, a copy of this re- 
port has been transmitted to the Hon. Otto Kelsey, Sup- 
erintendent of Insurance of New York. 

Very respectfully yours, 
S. H. WOLFE. 
Before stating to you the financial condition of the 
Society or the facts revealed by this examination, it 
would be advisable briefly to recite the facts relating to 


During the week beginning October 7th, 1907, your 
attention was attracted by accounts of the purchase of 
a controlling interest in the Provident Savings Life As- 
surance Society by a syndicate of Philadelphia investors, 
and the proposal to guararitee the policy contracts of the 
Provident Savings by the Pennsylvania Mutual Life In- 
surance Company, an organization with which some of 
the members of this syndicate were connected. Your i 
vestigations and inquiries led you to direct me to make 
a preliminary survey for the purpose of determining the 
necessity for a more extended and thorough investiga 
tion, and this was started October 14th, 1907. At the 
same time you advised the Superintendent of Insurance 
of the State of New York of your intentions, and invited 
him to make a joint examination with you. 

During this preliminary survey you gave considerable 
time at the office of the Society to the facts which I 
spread before you, and the examination of Mr. John J. 
Coyle for the purpose of ascertaining the intentions of 
the new owners was undertaken in your presence and 
with your assistance. 

One of the most disquieting features shown by this 
hasty inspection was the fact that many of the securities 
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of the Society had been sold during 1907, practically no 
investment of its funds made during that period, and the 
proceeds of these sales and of the premium collections 
were placed in a number of banks controlled by the for- 


ee i ee 


not a regular one, but had been called at my request, 


mer owners of the capital stock of the Society, or their | 


friends or associates. 


In addition to directing me to undertake a complete | 
examination, you authorized me before you left for Den- | 


ver on October 18th to use my discretion in safeguarding 


the interests of the policyholders in relation to the ulti- | 


mate disposition of these funds on deposit. The financial 


situation on October 19th became so threatening that I | 


deemed it advisable to send the following letter: 


“Dear Sir—It is not the desire or the duty of the | 


Insurance Commissioner of the State of Colorado to 
interfere with the routine of the insurance offices subject 


to his supervision and visitation; he has no wish to dic- | 


tate the business policy of these corporations. Super- 
vision would, however, be useless and ineffectual if it 
did not call the attention of the officers of insurance com- 
panies to conditions which, in the opinion of the examiner 
are hazardous and in need of reformation. 

“In accordance with this idea and by the directions of 
the Insurance Commissioner of the State of Colorado, 
I desire to call your attention to the fact that, in my 
opinion, the large deposits standing in the name of the 
Provident Savings Life Assurance Society in certain 
banks in New York City are unnecessary, and in view 
of the financial situation subject to hazards which should 
not surround the trust funds of an insurance company. 
I have the honor, therefore, to recommend to you that 
immediate steps be taken to safeguard the funds of 
your Society by the withdrawal (or substantial reduc- 
tion) of the deposits from the banks in question,. and 
that the funds so withdrawn be invested in such a way 
as to eliminate this hazard or to be held in some secure 
way until in the opinion of your Finance Committee the 
time is ripe for their investment. 

“As this is a short day, and it will be impossible for 
me to get this in your hands before half past ten, I 
communicated its contents to you over the telephone at 
9:30 a. m.'in order that you might have all the notice 
necessary for taking such action as you may deem advis- 
able. 

“T have the honor to be, 

“Very respectfully yours, 
“(Signed) S. H. WOLFE. 


,’ “John W. Vrooman, Esq., Secretary, 


“Provident Savings Life Assurance Society, 
“New York, N. Y.” 
' The next day, Sunday, October 20th, Mr. Timothy L. 
Woodruff telephoned to my house and expressed a desire 
to consult with me in relation to the affairs of the 
Society; he accordingly visited me, and as a result of 
the morning’s deliberations I requested him to have 
those officers within reach meet at the Society’s office 


. the next morning; I sent a telegram to the Secretary to 





I deemed it advisable to have my counsel attend. 

At that meeting my letter of’ the previous Saturday 
was read, and I presented in addition three requests, 
which may be briefly summarized as follows: 


1. That the deposits of the Society in the following 
institutions be withdrawn: 


Italian-American Trust Company, 

Hudson Trust Company, 

Union Bank of Brooklyn, 

Hamilton Bank, . 

New Amsterdam National Bank, 
Mercantile National Bank, 

National Bank of North America. 
Consolidated National Bank, 

Hamilton Trust Company of Philadelphia. 


2. That the funds so withdrawn be deposited in cer- 
tain banking institutions ( a list being furnished by me), 
or in ones of similar soundness and caliber. 

3. That the bonds of the Brockville, Westport & 
Northwestern Railroad Company, two blocks of which 
had been purchased by the Society during 1907, be 
returned to the vendors with a demand for the repay- 
ment of the purchase price. 

For various reasons it was deemed advisable to per- 
mit Mr. Coyle to consult with his counsel and the other 
members of the Philadelphia syndicate, who, he reported, 
were on their way to the office of the Society, and a 
recess therefore was taken. When the conference was 
resumed, there were present, in addition to the afore- 
mentioned, Mr. Nelson B. Hadley, Examiner of Life 
Insurance Companies for the New York Depart- 
ment, and the other members of the Philadelphia syndi- 
cate who were expected. It seemed to be the purpose of 
the Philadelphians to have me assume the responsibility 
for insisting upon the withdrawal of these bank deposits, 
a responsibility which, as I pointed out, properly h-~- 
longed to the directors of the Society, and was o:.: 
which I did not intend to assume. Mr. Coyle th: ' 
announced that he had had the proposed withdraw: ' 
of funds in mind for some days, and he had decided tu: 
carry out the suggestion referred to in relation to the 
withdrawal of these funds, with the exception of that 
part relating to the Hamilton Trust Company of Phil- 
adelphia. Accordingly the Secretary and Comptroller 
were instructed to take the necessary steps for the ac- 
complishment of this purpose. 

The account with the Hamilton Trust Company of 
Philadelphia was opened about the time that the Phila- 
delphia syndicate secured control, and as I saw no 
reason for placing the funds of the policyholders in 


_ this institution (one of the officers of which was a mem- 
_ ber of the syndicate), and every reason why they should 


the same effect, a message to Mr. Coyle’s New York | 


hotel address, and a telegram to him at Philadelphia, 
requesting his presence the following day. 


On October 21st the proposed meeting was held. At | 
the morning session there were present Messrs. Woodruff, | 


Vrooman, Moir, Gilbert, Hubbard (and his counsel), for 
the last few minutes Mr. Coyle, and as the meeting was 


| 
| 


not be so placed, I, from time to time, made inquiries 
as to the disposition of this account. 

You were kept informed of these various steps, and 
indicated your approval of them. On November 21d, 
1907, you telegraphed me as follows: 

“Letter and telegrams received. Keep me posted and 
insist upon return of deposit at once and return of 
Brockville bonds.” 

I replied to this, informing you that neither of these’ 
matters had been satisfactorily arranged, and the follow- 
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ing instructions were received from you by telegraph 
on November 12th: 

“Please notify secretary and comptroller in writing if 
Philadelphia deposit is not withdrawn they become re- 
sponsible for any action this and other departments may 
take.” 

These instructions were conveyed to the officers, who 
called attention to the following resolution, which had 
been adopted at a meeting of the board of directors 
October 30th, 1907: 

“On motion of Mr. Woodruff, seconded by Mr. Moore, 
the two following resolutions, adopted at the meeting 
of the board of directors held on the 25th day of October, 
1907, at 4 P. M., were continued in force by a unanimous 
vote until the further order of the Board of Directors: 

“On motion of Mr. Woodruff, seconded by Mr. Moore, 
it was unanimously resolved that all checks drawn on 
out-of-town banks to-day for the purpose of transferring 
funds of such out-of-town banks to the New York 
City banks be canceled, and that the Comptroller be 
notified of this resolution.’ 

““On motion of Mr. Woodruff, seconded by Mr. 
Moore, it was also unanimously resolved that no checks 
be drawn upon any banks where funds are deposited by 
this Society, except for the purpose of carrying on 
routine business from day to day until the next meeting 
of the Board of Directors.’ ” 

The salient features of this resolution were communi- 
cated to you, and you extended the time for the com- 
pliance of the Secretary and Comptroller with your de- 
mands. 

The failure of the Board of Directors to hold a meet- 
ing on the appointed date led you to send the follow- 
ing communication to the Society: 

“November 13th, 1907. 
“Provident Savings Life Assurance Society, 
“New York, N. Y. 

“Gentlemen—-I desire to officially call to your attention 
the fact that no action has been taken relative to the 
withdrawal of funds of the Society from the Hamilton 
Trust Company of Philadelphia, an action which was 
insisted upon in my telegram to my representative, Mr. 
Wolfe, the contents of which he communicated to you. 
Upon its receipt your Secretary and your Comptroller 
telegraphed me that your Board of Directors had passed 
a resolution prohibiting the drawing of checks upon any 
banks where funds are deposited by the Society, except 
for the purpose of carrying on routine business from day 
to day, until the next meeting of the Board of Directors. 
This meeting was to be held last Friday and I agreed 
to defer action until that date. The meeting scheduled 
for Friday was adjourned owing to the lack of a 
quorum, and the adjourned meeting scheduled for to-day 
has been again adjourned for a like reason. Under the 
circumstances I must insist that immediate action be 
taken by you along the lines indicated in my communica- 
tions. 

“In view of the financial situation, I am constrained to 
advise you, in the interests of the policyholders, to with- 
draw your funds from banks outside of the City of New 
York in which accounts have been opened since October 
ist, 1907, and I strongly advise that the proper officers 
of the Society should at once revise the list of deposi- 
tories in which its funds are at present, in order that all 





weak or questionable institutions may be eliminated and 
the funds thereby rendered more secure for the policy— 
holders. 

“Failure on your part to act upon this letter will throw 
upon your shoulders the responsibility for any future 
loss.’ 

“Very respectfully yours, 
“(Signed) E. E. RITTENHOUSE, 
“Tnsurance Commissioner of Colorado.” 


As a result the deposit was withdrawn from the Hamil- 
ton Trust Company of Philadelphia by the Secretary and 
Comptroller on November 13th, 1907. 

I have set forth the above facts at some length in 
order that the record of the preliminary steps and their 
consequences might be made a matter of record. 

Before referring to the financial statement of the So- 
ciety, I desire to call your attention to the following 
facts: 

Bank Deposits. 

At the close of business October 15th, 1907, the books 
of the Society showed that its cash was on deposit as 
follows: 

Italian-American Trust Co.......... $100,821.91 





DEO - DOC, BOO GB, vic vibns bbiee ce 0e 367.36 
Standard Trust Co................. 43,185.14 
Washington Trust Co.............. 181.63 
eS FRE BIB x cic a owe evan dodies 39,973.55 
Metropolitan Trust Co.............. 25,403.06 
i  .. ta chewes donde ed 148,060.40 
Union Bank of Brooklyn........... 130,350.00 
I I os. ews pe bune ebb s 10,886.81 
: New Amsterdam National Bank.... 50,000.00 
Mercantile National Bank.......... 166,966.56 
Bowling Green Trust Co........... 15,000.00 
National Bank of North America... 100,000.0¢ 
Consolidated National Bank........ 102,367.87 
Hamilton Trust Co. of Philadelphia. 50,000.00 
See Ma BS os ok bas vo abe deane 159,817.90 
I sR ie cine pak eke $1,143,383.09 


An inspection of the above indicated that many more 
bank accounts were being maintained than were neces- 
sary for the proper transaction of the Society’s bus. 
ness. The action indicated in the preceding pages was, 
therefore, taken, and it is apparent that the sale of the 
securities of the Society and the placing of the proceeds 
and other funds in some of the banking institutions 
above can be explained only on the grounds that in 
this way personal purposes of the controlling officers 
could best be served. The funds of an insurance com- 
pany are intended for investment, and not for specula 
tion; it is, therefore, no evidence of the wisdom or de 
sirability of the maintenance of these bank accounts (0 
assert that securities can now be more advantageously 
purchased than they could at the time when these de- 
posits were made. 

My belief in the correctness of the statement that 
these deposits were intended to serve a selfish and 
personal purpose is strengthened by the fact that the 
officers of two of these instituions have stated in my 
presence that it was understood that these deposits 
were to remain with them as long as certain loans (not 
made to the Society, but to outsiders) remained unpaid 
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the value as stated in the contract of sale was $2,750,000. 

During 1905 the New York Insurance Department ex- 
amined the Society, and the two appraisers of the Depart- 
ment decided to increase the value of the appraisal to 
$3,183,800. The allowance of the appraisal at this figure 
would have resulted in the liabilities of the Society being 
in excess of the assets as computed by the Department 
in that examination. This condition was prevented, how- 
ever, by the Superintendent of Insurance of New York 
(the predecessor of the present incumbent) adding $200,- 
000 to the figure fixed upon by his appraisers, and since 
that time the Society has been carrying the parcel in 
its statement at an appraised value of $3,383,800. 

With these facts in your possession, three appraisers 
were selected by you and Mr. Kelsey, and in order that 
the attitude of the two departments might be clearly 
understood I sent the following instructions to the 
appraisers: 

“In reference to the appraisals of the property at 35 
Nassau Street and Broadway and Spring Street, owned 


It is unnecessary to make any more extended comment 
upon such use of the funds of the policyholders of an 
insurance corporation. 
! Real Estate. 
It will be noticed that the figure at which real estate 
is allowed is considerably less than the valuation placed 
upon it by the Society in its annual statement filed with 
the various insurance departments. A brief reference 
to this important item is therefore advisable. 

It was the practice of the management prior to Janu- 
ary Ist, 1906, to arbitrarily increase the value of the 
real estate holdings whenever the surplus was in danger 
of being decreased from extravangant expenditures or 
from any other cause. For a more detailed description 
of these methods you are respectfully referred to that 
portion of the report of the Armstrong Investigating 
Committee dealing with this particular fact. The sched- 
ule of real estate items is as follows: 





’ Location of Incum- Company’s 


Property. brances. Book Value. Valuation. Allowed At. 

% Nassau St.,N. 2 rb i __ | by the Provident Savings Life Assurance Society, I wish 

ar ae ceeeneenees $1,212,997.51 $3,383,170.40 $3,212,563.71 | +. repeat the instructions verbally expressed to your rep- 
and 85 Spring resentative when this work was given to you, viz.: that 
St. N. Y. City, 925,000 1,065,635.20 1,970,648.82 1,700,000.00 | the Insurance Commissioners for whom these appraisals 

$0 & S4 ed iS EO al ine og NR to be made wish to determine the present value of 
i ies Be ty, ' . f ’ ' , . i ; ack 

Waco, Texas... «2... 207,696.75 155,000.00 158,000.00 | tse Properties for the purpose of ascertaining the 

511-13-15 W. 112 financial condition of the Society at the present time and 
St..N. Y.City, 85,000 87,900.71 180,000.00 180,000.09 | not for loan, purchase or selling purpases. In other 

160 W. 106 St., : words, they do not desire to secure a figure which will 
te Me CORP. oes 80,000 95,833.37 170,000.00 170,000.00 : ; 

lites Ww..  .<>..- 4,059.59 4,000.00 4,000.00 represent on the one hand any sacrifice necessitated by 

3 E. 17th St., a forced sale or on the other any undue inflation from 
N. Y. City.... 100,000 127,708.92 225,000.00 225,600.00 | estimated advance in the future. 

Savannah, Ga... ....... 82,811.87 80,000.00 80,000.00 : “Very truly yours, 

Waco, Texas “fe: ” 
(Natatorium).. ........ 39,392.80 35,000.00 35,000.00 (Signed) S. H. WOLFE. 


The selection of these appraisers was carefully made, 
and it was aimed to obtain experts of established repu- 
tation who would be familiar with this particular kind 
of property.. The following figures show the result of 
their appraisals: 





$2,860,000 $3,005,194.53 $6,362,819.22 $5,921,563.71 

N. B.—The book value shown above differs from the 

book value as carried in the ledger by 50 cents. This 
discrepancy has now been corrected. 


It will be seen from the above that in all but two cases Hovace: 3 - Bly @> Ce. fo. eci.. holt a: $2,750,000 
. the properties have been allowed at the valuations Pee ae SONS as. 0 oS sdk sce Seb iia de di 2,300,000 
m claimed by the Society, although the appraisals have in yg ee Se reer re) re 2,750,000 
‘, every case shown a lower figure. This action was taken Information from other disinterested sources was 
‘ in order that no injustice might be done the policy- | sought, and at a conference with the officers of the 
Re holders by any arbitrary reduction in surplus as a result | Society, at which Mr. Kelsey and I.-were present, af- 


fidavits were submitted and oral arguments made -tend- 


is of a difference of opinion between appraisers. 
ing to support the large number of appraisals submitted 


The two parcels which have been allowed at lower 


wf res than the Society’s valuation, however, 35 Nassau | by the Society in support of its contention that the 
r street and the corner of Spring and Broadway, were | figure at which it was carrying this property in its 
ai the result of special consideration. The figures sub- | statements was justifiable. After listening to the argu- 
<i mitted by the appraisers selected by you and Mr. Kelsey | ments and considering the written facts, Mr. Kelsey and 
ei differ so widely from those submitted by the Society | I decided that this parcel should be allowed at $3,212,- 
0 that the officers of the Society were requested to sub- | 563.71. This figure was arrived at by determining the net 
ly mit facts and figures which would tend to explain the | rental value (i. e., the actual receipts with an allowance 
a method by which they arrived at the valuation of these | for vacancies), and capitalizing this upon a 3% per cent. 
parcels. basis. 
at The property at 35 Nassau Street was owned by an- The other parcel which shows a depreciation from the 
ad other insurance company, which on June 30, 1905, traded | figures at which it was carried by the Society is the one 
ve it for some real estate owned by the Provident Savings | at Spring Street and Broadway. This is being valued 
ny Life Assurance Society. At the time the trade was made | by the Society at $1,970,648.82. A number of appraisals 
its 35 Nassau Street was being carried on the books of | were submitted by the Society showing that it was 
‘ot the Company (in this discussion “Company” and “Soci- | worth this figure, one of the appraisers placing it at 
a" ety” are used to indicate the two parties to the trans- | $1,737,000, and the appraisers selected by you and Mr. 





Kelsey at the following figures: 


action) at $2,250,000, and for the purposes of the trade 
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aoe — Sn Se es re ee i ae ee 
py ee Ee SEs $1,385,000 . | Committee of the Society since December goth, 1906, up 
Sf SF Le rrr ry 1,150,000 to the present time. 
De BPs) 6ades ces eu dc cqeact 1,305,000 “and. That you are, or were during that time, the 


A consideration of all the facts pertaining to this prop- 

erty led us to allow it at $1,700,000. 
Bonds and Stocks. 

The bonds and stocks for the purposes of the financial 
statement on the following pages, have been valued at 
their market values December 31st, 1906, it being be- 
lieved that these figures represent the true values more 
nearly than do the quotations obtainable at the present 
time. During 1907 certain securities have been sold by 
the Society, and the following table shows the date of 
sale, the security sold and the name of purchaser: 

Jan. 25, $25,000 Chicago, Rock Island and Pacific, 44% 
note to Thomas, Maclay & Co. 


Jan. 25, 20,000 Canada Southern Ry., 5% bonds to 
Thomas, Maclay & Co. 
Jan. 25, 20,000 Georgia Railway & Electric, 5% bonds 


to Thomas, Maclay & Co. 
Huntingdon and Broadtop, 5% bonds to 
Thomas, Maclay & Co. 


Jan. 25, 25,000 


Jan. 31, 20,000 New York Central, 4% debentures to 
Thomas, Maciay & Co. 
Jan. 31, 10,000 Philadelphia and Reading Coal and Iron 
; Company, bonds to Thomas, 
Maclay & Co. 
Jan. 31, 5,000 Central Branch Union Pacific Railroad. 
bonds to Thomas, Maclay & Co. 
Feb. 20 50,000 United States 4% bonds to Thomas, 
Maclay & Co. 
Feb. 21, 804 Shares Merchants’ Exchange National 


Bank Stock, to P. C. Lounsbury. 

In addition to the above, some New York City bonds 
sold by the Society to Thomas, Maclay & Co. were re- 
turned by the Hudson Trust Company in an adjust- 
ment of its account with the Society, it having been 
claimed by the Company that in considefation of the 
Society being paid an excess of two poihts over the 
market value, the proceeds should remain with the 
Company until February, 1908. This was disputed, but 
it was deemed advisable to make an adjustment, and as 
a result $150,000 (par value) of the corporate stock of 
the City of New York was re-purchased by the Society 
at an agreed price. 

The only purchases made during 1907 (with the ex- 
ception of some securities for deposit with the Canadian 
Government and the New York City bonds referred to 
above) have been the two lots of bonds of the Brock- 
ville, Westport & Northwestern Railroad Company re- 
ferred to in previous pages. In connection with the 


transaction it may be wel] to record in this report the © 


letter which you addressed to Mr. E. R. Thomas in 


reference thereto. 
“New York, November 15th, 1907. 

“Edward R. Thomas, Esq., Director, 

“Provident Savings Life Assurance Society. 

“New York, N 

“Dear Sir—As you doubtless know, the Insurance De- 
partment of the State of Colorado is now conducting 
an examination of the Provident Savings Life Assurance 
Society. In the course of that investigation the follow- 
ing facts have been adduced: 

“rst. That you have been a member of the Finance 


President of the Brockville, Westport & Northwesterp 
Railroad. 

“3d. That this railroad is 47 miles long, has 4 loco. 
motives, § passenger cars, 4 emigrant cars, 2 baggage 
mail and express cars and 20 freight cars. Its capital 
stock is $900,000, and it has issued bonds amounting to 
$450,000, which I understand is the full limit of bonded 
indebtedness permitted by the Charter. 

“4th. That its stock transfer office is at 71 Broadway, 
New York City, and its fiscal agents are, or were, Messrs. 
Thomas, Maclay & Company. 
| “sth. That the Thomas of the above firm is Mr 
Herbert Thomas, son of Mr. O. F. Thomas. 

“6th. That on March 22nd, 1907, the Finance Com- 
mittee of the Society (of which you were then Chairman), 
at a meeting over which you presided, approved of the 
purchase of $20,000 (par value) of the bonds of the 
aforementioned railroad at 75. 

“sth. That on October 17th, 1907, the Board of Direc- 
tors of the Society (of which you were a member) ap- 
proved the purchase of $16,000 (par value) of these 
bonds at the same price. 

“8th. That the funds of the Society for the purchase 
of these bonds were turned over to Charles F. Holm, 
Vice-President of the Hudson Trust Company and one 
of your attorneys. 

“oth. I am reliably informed that bonds of this rail- 
road company were offered for sale at a much lower 
figure than the one at which the Society was compelled 
to purchase. 

“roth. The limited field of operations of this  rail- 
road, the slight margin between its earning powers and 
its fixed charges, and the large number of very desirable 
investments offered for sale at lower prices, lead me to 
conclude that the purchase of the Brockville, Westport 
& Northwestern Railroad bonds was inadvisable and 
detrimental to the interests of the Society. 

“It also appears to me from the aforementioned facts 
that not only has the Society paid an exorbitant figure 
for these bonds, but that the insurance law of the State 
of New York has been unquestionably violated. 

“In my capacity, therefore, of Insurance Commissioner 
of the State of Colorado, I hereby order you to retum 
to the Provident Savings Life Assurance Society on or 
before Tuesday, November 19th, 1907, the amount pai 
by this Society for the purchase of these bonds ($27,000), 
You will, of course, receive in exchange therefor these 
| bonds. Yours truly, 
| “(Signed) E. E. RITTENHOUSE, 

“Commissioner of Insurance of Colorado.” 

At the request of Mr. Thomas you extended the time 
for compliance with your request to November 234, but, 
as far as I have been informed, these bonds are still 
held by the Society, and it has not received the amount 
from the vendors which it paid for them. The reply 
which he made to your first communication practically 
| admitted the correctness of your statements, with the 
| exception that Thomas, Maclay & Co. were stated 
be the stock transfer agents, and not the fiscal agents 
| Mr. Thomas likewise expressed the opinion that the bond 
| had not been purchased at an unduly high figure. In this 
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D contention I can not agree with him, as inquiries made 
| by me disclose the fact that there was no demand for 
e the securities, and some were offered at a much lower 
n figure than the Society’s purchase at the time that such 


purchase was made. 
Agents’ Notes. 
The consideration of this item involves not only the 
large amount of agents’ balances carried into the state- 
ment (on September 30th, 1907, they amounted to $285,- 


the sworn statements filed by the Society with the De- 
partments. The nature of this incorrectness may be 
determined from the following facts: 
Among the bank deposits on September 30th, were the 
following: 
Standard Trust Co. of New York... .$41,229.80 
American Nat. Bank of Louisville...... 19,760.41 
These have been disallowed, and the reason for their 
disallowance is that they were not bank deposits of a 
kind that can be recognized by insurance departments as 
admissible assets. 





nized as admissible assets) and discounted them with 
these two institutions, placing the proceeds on the books 
and reporting them to the insurance departments as 
“cash in bank.” 
claim that they have been under the impression that 
these notes were purchased by the bank without re- 
course to the Society, but an examination of its books 
reveals the fact that since these arrangements have been 
made the Society has paid interest quarterly to the two 
institutions. The paying of interest is not consonant 
with the claim that the notes were sold and not dis- 
counted, for the agents in many cases have not paid the 
interest on these notes to the Society; in fact, out of the 
six agents whose notes were discounted by the Louisville 
Bank five are no longer in the employ of the Society. 
The agents’ accounts have been credited with the re- 
newal commissions which have been earned, but these 


aor * 


at @ | 


the purpose of reducing the notes discounted with them. 
There is likewise a deposit of $15,000 with the Columbia 
Bank of Pittsburg made at the time that the bank 
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of the largest agents’ accounts show no material decrease 
for the year, the cause for this unsatisfactory condition 
being that part of the renewal commissions are being 
paid to Mr. Timothy L. Woodruff, who, in order to 
make the Society solvent at the time of the examina- 
tion about two years ago, personally bought some agents’ 
notes which had been discounted with the Merchants 


_ Exchange National Bank, and thus converted into cash, 
_ an asset which the New York Department refused to 


540.10), but likewise carries with it the correctness of | 


allow in the shape in which it then existed. To over- 
come this objection he bought these notes, which are 
being reduced by the renewal commissions of the 
agents. The balance of the renewal commissions on 
these accounts is being paid to or retained by the agents, 


and no decrease in their balances is therefore possible. 





FINANCIAL STATEMENT, SEPTEMBER 30, 1907. 


About four years ago the President | 
of the Society took agents’ notes (which are not recog- | 


The present officers of the Society | 


commissions have not been transmitted to the banks for | 


advanced a like amount to an agent of the Society, and | 


in liquidation of this agents’ indebtedness. An in- 
spection of his account indicates that this payment will 
bably be covered by his renewal commissions, and I 
have, therefore, allowed the deposit to stand, and have 
charged no liability for this guaranty of the Society. The 
impropriety of these transactions (to use a mild term) 
is not open to question. 
started the two banking institutions have cancelled these 
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to it, together with checks representing the balance of 
the Society’s accounts. I have been informed that the 


without recourse, no justification exists for the procedure 
which is outlined. 


the Society now holds is uncollectible, and steps should 
be taken in the interest of an honest exhibit of facts 


to mark off those which are not apt to be repaid. Some 
. 
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the Society has agreed to pay the bank $400 a month | 


Since this examination was | 


“loans” to the Society, have returned the agents’ notes | 


Society has brought, or will bring, suit against these | 
two institutions, alleging that as these notes were sold | 


A very large percentage of the agents’ notes which | 














Ledger Assets. 
Book Value of Real Estate................ $3,005,194.03 
Mortgage Loans on Real Estate............ 602,095.39 
Se NS a os Sia oe Rebs béb cnc Chas 22,650.42 
Loans to Policyholders.................... 2,748, 382.37 
ND IN vio tka 6 io diets CR Ae ee Ss 340,290.15. 
See re NOs iis iN sh cacbwedse 1,067,450.24 
mn ee ne ssc ose heen cawar 23,517.50 
Cash in Office and in Banks................ 1,166,364.43 
ee NGS 6 i'd kdl doc bess iddecc¥eekoue 691.42 
PN Ns 6.65 5k Bh has eee eR 285,540.10 
Due from Comptroller State of New York.. 1,830.82 
ROO LeGeer AGOGNG . ci6 vo bve dks bei vi a vb $9,264,015.87 
Non-Ledger Assets. 
Interest and Rents due and accrued........ $ 98,113.06 
Market Value of Real Estate over Book Value 56,360.78 
Net Amount of Uncollected and Deferred 
NS io a's te Ck abst. i cécibed aves 291,467.00 
Funds in Hands of Cashier, since deposited. 39,956.74 
- Fire Insurance paid in advance............ 10,481.92 
Ce a ial a ei hi ks ceca Fee nie ees $9,760,404.40 
Not Admitted Assets. 
Agents’ Balances... <....2......6: $285,540.10 
| ee nn 691.42 
Loans, Uncollected and Deferred 
Premiums in excess of Net 
Wd d,s ba eedta6ek cd cae 10,561.00 
Depreciation in Bonds _ and 
I oaks Gs Sivan vec Veweesbas 27,155.87 323,948.30 
Total Admitted Assets ...........ccc005: $0,436,456.0r 
Liabilities. 
Net Present Value of Outstanding Policies. .$9,312,400.00 
Net Present Value of Annuities ............ 87,693.00 
$9,400,093.00 
Net Value of Risks Re-insured ......... 11,510.00 
ee, MN a oii a oie oe i kt nw eaae LER $9,388,583.00 
| Present Value of Installment Payments ... 71,052.60 
_ Liability on Cancelled Policies Subject to 
ee WO PEs ee PE oer 7,779.39 
Death Losses in Process of Adjustment ... 29,106.00 
Death Losses Reported, No Proofs Filed ... 24,184.00 
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39,120.00 
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Death Losses Reported Since September 








30th, but occurring previously ........... 30,238.00 
Be re PP ee eae 3,500.00 | 
Bills, Accounts, etc., Due or Accrued ....... 6,350.85 
CN TNR ick ere den cutoes < és bes 50,307.96 © 
Dividends Due Policyholders .............. 2,000.00 
SR OR TOON MOOR Bis Shik desde ch cow 45,742.97 
Due Timothy L. Woodruff ............... 3,441.51 
i te, MN a ee Ce. chk et 5's 704.55 
Interest Accrued on Mortgages............ 24,914.99 
Interest Paid in Advance on Policy Loans.. 23,132.07 
EE ee re eee Cee Te eee 100,000.00 

OE RNONG °s'n cide Cle 6 vee Chl 85 od ae $9,851,057.89 | 
NG Ui iih ck ckSOR EMS TEESE Sh ieee 414,601.88 
$9,436,456.01 
Analysis. 


The real estate has been referred to in the preliminary | 


discussion. 
Such appraisals were made of mortgage loans as were 


deemed necessary, and in one case only did the security | 


seem insufficient for the loan. This case has been re- 
ferred to the Society and action will be taken upon it. 


Since the date of this financial statement the Society | 
has invested about $200,000 of its cash in bank. This | 
does not include the New York City bonds re-purchased | 


from the Hudson Trust Company or the loans made to 
policyholders. 

The large amount of agents’ balances has already been 
referred to, and it is unnecessary to dilate upon this 
item. This report, however, would be incomplete did 
it contain no reference to the manner in which the 
agency department has been permitted to deteriorate. In- 
stead of being the source of strength, which it naturally 
should be, it has been a drain upon the Society. 

From the gross uncollected and deferred premiums 
have been deducted figures for loading, which represen. 
more nearly the true cost of collection. 
lhe net present value of policy obligations has been 
computed in accordance with the standards prescribed 
in the State of New York. Although this results in a 
smaller figure for the 1907 business than is contemplated 
by the laws of Colorado, I have made no change in this 
item, as test calculations indicated that the standards 
prescribed by your State in some respects would result 
in the Society receiving a sufficient credit to overcome 
this difference. It was deemed advisable, therefore, to 
permit this item to stand. The results of this examina- 
tion indicated the necessity for determining whether the 
net present value of the policy contracts, according to 
the American experience table of mortality, with interest 
at 4% per centum per annum, would differ from the net 
present value as stated by an amount in excess of the 
difference (deficiency) between the assets and the liabili- 
ties. Upon this lower standard the net present value of 
the policy obligations is approximately $575,000 less than 
upon the regular basis. 

The resisted claims have been charged at 75 per cent. 
of their face. 

For the purpose of determining the actual condition of 
the Society it was of course necessary to charge as a lia- 
bility the net value of the policies as they existed on 
September 30th. Those policies which had matured as 





LLL 


_ death claims prior to October Ist, but which were re. 


ported since September 3oth, have been charged as a 
liability. 

The discounted notes which have been charged ag g 
liability are the ones referred to in the Standard Trust 
Company of New York and the American National Bank 
of Louisville. 

The amounts which are due Timothy L. Woodruff and 
E. R. Thomas are the renewal commissions which have 
been credited upon the agents’ accounts, but which haye 
not been transmitted to these two owners of some of 
the notes. 

All the other items in the financial statement are self- 
explanatory, and I have deemed it advisable to make this 
brief explanation only, without encumbering the pages 


of this report by a detailed explanation of the various 


methods followed in verifying the cash in bank by se. 


_ curing certificates from the various institutions or the 


critical examination which was made of the other as- 
sets. I deem it advisable, however, in view of the 


_ recent public reference to the stock control of the Society, 


to refer more in detail to the capital stock and its 
disposition. . 
Capital Stock. 

Prior to 1879 the capital stock of the Society contisisted 
of 1,250 shares of a par value of $100. In order to pro- 
vide the Society with some additional funds, the par value 
of each share was reduced to $80, making the outstand- 
ing capital stock $100,000. 

On December 27, 1905, E. W. Scott, who had been 
president of the Society, was the owner of record of 
1,125 shares which he had pledged as collateral security 
for loans to the New York Trust Company and the 
Merchants Exchange National Bank, aggregating about 
$70,000. For the purpose of liquidating the then known 
and existing obligations due from him to the Society, 
Mr. Scott transferred the said shares to Timothy L. 
Woodruff, subject, of course, to the aforesaid loans. At 
the same time Mr. Woodruff executed a declaration of 
trust, reciting the transfer of the equity in said stock 
to him, and agreed to hold such shares for the sole bene- 
fit of the Society. This declaration provided that the 
trust should terminate in five years from its date, and 
that Mr. Woodruff would, at the expiration of the said 
trust, fully account for and so dispose of the stock as 
the Board of Directors of the Society might, by resolu- 
tion, determine; the right to sell said stock was also given 


to Mr. Woodruff, if, in his judgment, the interest of the; 


Society would at any time be best served by such a 
course. 

At a special meeting of the Board of Directors held 
June 14, 1906, a resolution was adopted which, after re 
citing in its preamble the trusteeing of the stock, the fact 
that the New York Trust Company and the Merchants 
Exchange National Bank had called their loans and 
threatened to sell the shares of stock which they held as 
collateral, the injurious effect to the Society of a public 
sale which would carry with it the controlling interest im 
the stock of the Society, the examination of the Supet- 
intendent of Insurance of New York, which showed 
that the Society’s surplus had been completely wiped out, 
and its capital stock impaired, unless the sum of $73- 


792.64 was repaid to the Merchants Exchange National 


Bank to reimburse it for some agents’ notes, which had 
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been discounted by it (thereby releasing that amount on | new owners and the disbursements which he had made 
deposit in said bank), and the even less favorable show- | for the Society (including therein the actual expendi- 
ing of the Society’s affairs made by the Union Audit | tures and allowance for his time and services). 
Company, concluded as follows: It is not evident that the purchasers to whom Mr. 
“Therefore, Resolved, that the fair and reasonable | Woodruff sold his stock have ever given the requisite 
value of the said stock at the present time is fixed and | time and attention to the affairs of the Society, and for 
determined by this board at par, namely, $80 per share, | which one of them received an adequate salary. 
and that in view of the premises hereinbefore set forth The subsequent transactions relating to the sale and 
. this board respectfully requests that Hon. Timothy L. | non-delivery of the Society’s capital stock to the Phila- 
| Woodruff to prevent, if possible, a sale of said stock | delphia syndicate have unfortunately been the subject of 
, at public auction as threatened by said Trust Company | extended newspaper comment. It is unnecessary to 
and said Bank, and requests the Hon. Timothy L. | point out the unjust injury which is inflicted upon the 
Woodruff to purchase said stock himself and in his own | policyholders of this institution by the public expose 
name individually for the par value thereof, and to ap- | of the “methods of high finance” which have been em- 
ply the proceeds thereof first to the payment of the in- | ployed in this attempted sale. It is an indication of the 
debtedness due the said Trust Company and the said | necessity for some statutory provision which would give 
Bank as hereinbefore set forth, and then to pay the | to the Superintendent of Insurance some power where- 
balance of stock and cash over to the said Society for | by he could prevent the stock control of a life insur- 





} its sole use and benefit; and ance company becoming the football of speculators. 
, “Further Resolved, that this board hereby consents to General Conditions. 
the termination and cancellation of the said trust agree- In. 1906 the net interest earnings of the Society were 


; ment made upon the 27th day of December, 1905, and | less than the interest required to maintain the reserve. 
further fully releases and discharges the said Wood- | During the same period its mortality was excessive. I 
ruff from any and all further acts or obligations con- | can not refrain from expressing the opinion that part 

nected therewith, and from any and all liability connected | of this unsatisfactory condition is due to the lack of in- 

; therewith, provided the said Woodruff will and actually | telligent and efficient service in the principal adminis- 

does prevent the said sales at public auction, and actually | trative department of the Society. The actuary’s de- 

does purchase 1,025 shares of the said shares of the | partment has had a marked exception to this, and the 
said capital stock of the said Society at par, and with | efficient way in which it has been conducted is worthy 
the proceeds thereof liquidates the said indebtedness | of commendation. ' 
on account of the said loans as aforesaid and turns over It is but just to say that notwithstanding the unsatis- 
to the said Society the balance of stock and cash.” factory conditions indicated in the preceding pages, there 

The records of the Society show that Mr. Woodruff | neverhasbeen atime inits history when the Society’s 
personally purchased for the sum of $82,000, from Mr. | death claims and other liabilities have been met with more 

Woodruff, trustee, 1,025 shares of the capital stock of | promptness than at the present. This indicates an ap- 

the Society, which had been pledged to the Bank and | preciation of the true functions of an insurance com- 

Trust Company, and turned over the balance to the So- | pany, and the adherence to this purpose entitles the So- 





’ ciety as follows: ciety to the confidence of its policyholders and the as- 
7 Paid to the New York Trust Company...... piper ere sistance of the various Insurance Departments in the 
c Paid to the Merchants Ex. National Bank...... 20,138.89 | carrying out of the much needed reforms. 
‘ RRR ey ra 10,791.67 If a policy of retrenchment and strict economy can 
5 be inaugurated, if all idea of using the Society and its 
i PERRO PARTE PREP POI EE $82,000.00 | funds as adjuncts to the outside schemes and plans of its 
: On June 22, 1906, the statement has been made that | owners can be eliminated, if the Society can be placed 
; 100 shares of the capital stock of the Society were re- | in charge of men who will work solely for its benefit and 
. turned to its treasury. On July 19, 1906, the Board of | with no hope of any reward save the legitimate one for 
, Directors authorized the sale of the said 100 shares at | their labor—if all these things can be accomplished in 
. a to various officers of the Society, and the proceeds of | the very near future, there is hope, in my opinion, for 
" e sale, $8,000, were paid to the Society. It is stated | the restoration of the Society to its field of usefulness, . 

that Mr. Woodruff is in possession of consents from all | and there is no reason why, if this program be carried 
4 the stockholders to the termination of the trust agree- | out, the impairment should not eventually be wiped out 
- ment. and the Society continued as a going concern. This, 
t Mr. Woodruff and his counsel claim that the cancella- | however, can not be accomplished under the methods 
$ tion of the trust agreement relieves Mr. Woodruff from | which have been in vogue. 
‘l any further accountability. I shall not attempt to pass During 1907 the mortality which the Society has ex- | 
5 upon the correctness of this contention, as it is a phase | perienced is very much more favorable than for the 
C of the situation with which it is not necessary at this | previous year, and it is expected that the interest earnings 
n time to deal, and it would be unnecessary to refer to | will show a more healthy condition. z | 
7 the subsequent transactions in the capital stock were it When the examination had proceeded far enough to 
d not for the fact that the books of the Society indicate | indicate the existence of a deficiency, the Society was in- 
t, that on December 31, 1906, there have been turned over | structed by you and by Mr. Kelsey to cease the issuance 
- to the Society $250,000 by Mr. Woodruff. He has stated | of new policies pending your determination of the amount 
1] that this was a voluntary contribution and represents | of such deficiency. 
d the difference between the amount received from the The notice you served was as follows: 
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“New York, 


“The Provident Savings Life Assurance Society, 346 | 


Broadway, New York. 

“Gentlemen: The examination into the affairs of 
the Provident Savings Life Assurance Society now being 
conducted by the Departments of Insurance of the States 
of Colorado and New York, having disclosed an impair- 
ment of the Society’s assets, the extent of which is not 


' 


N. Y., Dec. 2, 1907. | 


! 


yet determined, you are hereby directed to cease the 
solicitation and transaction of any new business from this | 
date, and immediately to duly notify all agents to be | 


governed accordingly. Please acknowledge receipt 
hereof. 
“Very respectfully 
“(Signed) OTTO KELSEY, 
“Supt. of Insurance of New York. 
“E. E. RITTENHOUSE, 


“Commissioner of Insurance, Colorado.” 
The wisdom of such a step is apparent, and I have 


——e 


wa 


been informed that the terms of your instructions haye 
been strictly complied with. Until the Society has beep 
restored to a normal condition, either by the contriby. 
tion of additional funds by its stockholders or by the 
savings which will result from the economies indicated, 
no new policies should be issued. 

I am indebted to you and Mr. Kelsey for the efficient 
assistance rendered to me during the course of the ex. 
amination, to Mr. Hadley and the examiners from the 
New York Insurance Department who understook the 
verification of the outstanding policy obligations, to Mr. 
Lee J. Wolfe and the other assistants to whom was en. 
trusted the routine work, to the clerical force of the So. 
ciety for the expeditious way in which the added work 
was handled, and to the Actuary for his prompt com- 
pliance with my requests at a time of the year when his 
department was naturally overworked. 

All of which is respectfully submitted. 

S. H. WOLFE 





Legal 


Notes. 4 





The New York Court of Appeals, in the case of Burns 
vs. Burns (reported in 190 N. Y. 211) holds that where a 
policy of life insurance issued by an Ohio company con- 
tains a stipulation that it should be construed by the 
laws of that State only such stipulation will be given full 
force and effect whatever may be the residence of the 
parties. 
as follows: 

“The relation between Burns and the association was 
one of contract merely. The so-called certificate ex- 
pressed it and embodied the respective rights and obliga- 
tions of the parties and of the payees, or beneficiaries. 
(UhIman v. N. Y. Life Ins. Co., 109 N. Y. 421, 429.) The 
by-laws conferred upon Burns the right to insure his life 
for the benefit of his family, his heirs, his personal repre- 
sentatives, or his assigns, and, in doing so, he had the 
right, notwithstanding his being a non-resident of Ohio, 
to agree that the contract of insurance should be govern- 
ed and construed by, and according to, the laws of that 
State, only. A person insuring his life, ordinarily, has 
the right to enter into any contract with respect to the 
risk that he pleases, if the law permits, and Burns had 
the same right; subject, only, to the by-laws of his as- 
sociation. In directing that payment should be made to 
his “heirs,” those persons would be determined by the 
statutes of the State of Ohio and the moneys would be 
payable to them, only, under the contract. The fact that 
the moneys were brought into this State, in nowise af- 


fected the legal rights of those persons; for that was | 
a disposition of them, which, only, affected the forum, | 


or place where the remedy was to be sought. Payment 


The opinion of Mr. Justice Gray is in part | 


SC 
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| 


anywhere could only be made as the contract had stipu- 
lated. It is true that the word “heirs” is used in the 


. certificate, as in the by-law; but it is obvious that the 


use of the term was inappropriate in connection with 
the succession to personal property. It must be re 
garded as not having been used in its strict legal sense, 
but as intending to describe those persons who would 
take in case of intestacy. (Walsh v. Walsh, 66 Hun, 297; 
affd. on opinion below, 143 N. Y. 662; Bishop v. Grand 
Lodge E. O. of M. A., 112ib. 627, 634.) The general 
rule is, as the appellant claims, that the succession to 
personal property is governed by the law of the de- 
cendent’s domicile; but that rule has no application to 
a case where, as here, the insurance moneys are dis- 
tributed, solely, under a contract of the decedent and in- 
dependently of any other consideration, except as to any 
appropriate provision of the laws of Ohio. Reading the 
statute of Ohio, we find that a widow is entitled as next 
of kin to take personal property of a decedent. In this 
State it has been decided that the word “heirs,” when ap- 
plied to the succession to personal estate, means next of 
kin and that “next of kin” does not include a widow. 
(Tillman v. Davis, 95 N. Y. 17.) Where, however, we 
find that the law of the State, where the contract was 
made and which the parties to it stipulated should alone 
govern in its construction, provides that a widow is en 
titled to the personal property of an intestate, as next of 
kin, the court was bound to as adjudge the payment of 
the moneys as that she should share with the children 
According to the statute she was entitled to more that 
exactly the one-third, but, as she has not appealed, that 
auestion is not here.” 


— 


— 





Reports Upon Companies and Associations. a 
















AMERICAN ASSURANCE COMPANY, 
PHILADELPHIA, PA. 

An examination of this company has 
just been completed by the Pennsylvania 
Insurance Department. A report upon 
it wili be found in our 1907 volume, 
pages 5, 6 and 7. The report of the ex- 





amination shows that on December 31, 
1907, the total admitted assets were $293, - 
701.15, and the total liabilities, except 
capital, $110,286.42. The paid-in capital 
is $150,000 and the surplus over capital 
and all other liabilities was $33,414.73. The 
liabilities include a reserve on life busi- 


ness amounting to $56,945. The company 
is writing life, health and accident insult 





ance. 
AMERICAN CENTRAL LIFE INSU 
ANCE COMPANY, INDIANAPOLS, 


IND. 
This company has recently decided & 
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January 31, 1908. | 


" operate upon the 3 per cent. basis, 
e american Experience Table of Mortality, 
n and on January 2nd, advised us as fol- 
. “We desire to state that the States of 

Illinois, Michigan and Tennessee have. 
d, recently passed laws which prevent the 

licensing by those State, companies oper- 
rt ating upon a reserve basis in excess of 
. 3% per cent., consequently, 4 per cent. | 

companies are barred. Of course, this is | 
le greatly in the interests of the citizens 
le of those State because it requires them 
r. to pay a higher rate of premium for | 
- their life insurance than were compan- 

jes permitted to operate upon a 4 per 
- cent. basis. As this company is trans- 
k acting business in the above-named 
1- States, it has conformed to the laws of 
is those States, and, therefore, will operate 


in the future upon the American Exper- 
ience Tables of Mortality and 3% per cent. 
interest reserve basis. Having been up- 
on a 4 per cent. basis, of necessity, the 
company’s rates have been raised to 
conform with theabove-mentioned reserve 
basis. —The company will also comply with 
the laws of the above-mentioned States as 
to the forms of policies, which hereaf- 
ter will have all of the standard pro- 
visions necessary to meet th require- 
ments.”’ 





———- 


BANKERS LIFE 
PANY OF 
YORK. 
Rumored Increase of Capital Stock. 

It is reported that this company is 
’ to increase its capital stock from $100,- 

000 to $200,000. We interrogated the 

company regarding the matter on De- 

cember 28, 1907, and January 20, 1908, 

but have received no reply up to the 

present writing. The Insurance De- 
partment of New York advised us Janu- 





INSURANCE COM- 
NEW YORK, NEW 
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with that Department regarding the mat- 
ter. 

The new statement of the company is 
awaited with interest. We are advised 
that a marked decrease in the amount 
of insurance in force will be shown. Dur- 
ing 1906, the decrease was about one- 

‘ third of the total insurance in force at 
the beginning of that year. 


—< 





CAROLINA LIFE INSURANCE COM- 
PANY, HIGH POINT, N. C. 

By a contract taking effect at noon 

December 31, 1907, all the outstanding 
dB Policy obligations of this company were 

assumed by the Jefferson Standard Life 

Insurance Company of Raleigh, N. C. 

We are informed that the Carolina Life 
will be liquidated by its stockholders, the 
winding up of its affairs being in the 
hands of a committee of which R. A. 
Wheeler is chairman, the other members 
being W. P. Ragan and J. E. Kirkman. 
It was a very small company which be- 
gan business June 15, 1906. It had 
thoroughly reputable backing, and its 
affairs were carefully administered. At 
the end of 1906, the total admitted as- 
sets were $52,571.76; the net reserve was 
only $1,768; the paid for business on 
its books at that date being but $163,- 
000. At the time of the reinsurance in 
the Jefferson Standard Life, the insur- 
ance in force was about $350,000. A full 
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ary 2nd, that no papers had been filed | 
which is accumulated by three assess- 











review of the company will be found in 
our 1907 volume, pages 52-53. Informa- 
tion regarding the Jefferson Standard 
Life will be found elsewhere in this is- 
sue. 

Persistent efforts were made by some 
influential members of the company, 
which finally resulted in the transfer of 
the business. 








ORDER OF COLUMBIAN KNIGHTS, 
CHICAGO, ILL. 

We recently prepared a report upon | 
this company in response to inquiries | 
concerning it, which report we print. 
below for the benefit of any other sub- | 
scribers who may be interested. : 

The Order furnished us a summary | 
showing its progress during 1907. During | 
the year the “Gross combined assess- 
ment receipts’’ were $248,262.96. The as- | 
sessments available for the payment of 
claims are shown to have amounted to) 
$182,017.66 net, and the death claims 
paid aggregated $179,110.27, leaving a 
very small margin, which, however, en- 
abled the Order to show some gain in 
the “‘Reserve Fund.’ This fund amount- 
ed to $132,326.81 on December 31, 1907. 
We have not received its complete finan- 
cial statement as of that date. 

This Order was incorporated and com- 
menced business in 1895. Statistical in- 
formation showing its condition as of | 
December 31, 1906, will be found on pages 
478-479 of our 1907 volume. It issues 
certificates ranging from $500 to $3,000. 
It admits as members males between the | 
ages of 18 and 50. 

The rates in use by the Order were 
adopted in 1905, and apply to the exist- 
ing members as of age at entry. They 
are much below the adequate charge as 
shown by the National Fraternal Congress 
Table, and 4 per cent. Interest. 

The society maintains a reserve fund, 








ments annually during the Pfirst six 
membership years, and one assessment 
annually thereafter. This fund is not 
charged as a liability for the protection 
of its members, and is neither scientific 
nor adequate. All legal reserve com- 
panies are required to hold a reserve as 
a liability to provide for the increasing 
cost of insurance due to the increasing 
age of the membership and the corres- 
ponding increase in the mortality rate. 
The expense fund is provided for bya per 
capita tax of 70 cents and 33% cents per 
$1,000 certificate from each assessment. 
Besides the regular dues, per capita tax, 
etc., members pay when joining a fee of 
from $3.00 to $7.00. 

The Order’s statement as of Decem- 
ber 31, 1906, shows that the society is 
economically managed, and a substantial 
surplus is shown, although if the legal 
reserve, spoken of above, was charged as 
a liability, this surplus would be elimin- 
ated. 

We received a circular from the Order 
on December 30, 1907, explaining some 
of the features of its certificate. 

On January 6th, we received a copy 
of the,Benefit Certificate issued by the 
Order, and also copy of its application, 
upon which we present the following com- 
ments: 

The certificate is ‘ssued upon condi- 
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| time. 
'shall be brought or maintained on any 


| Order. 
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tion that statements made in application, 
and the statements certified to the Medi- 
cal Examiner be made a part of the con- 
tract as warranties, and upon condition 
that member complies in the future with 
the laws, rules and regulations governing 
the Lodge and Funds, or that may be 
enacted by the Supreme Lodge at any 
‘No action at law or in equity 


cause or claim arising out of his mem- 
bership in the Order of Columbian 
Knights, or on this certificate’ unless 
brought within one year from date of 
death or happening of disability. 

The death benefit Is payable in ac- 
cordance with and under the provisions 
of the laws. Member must be in good 
standing in the Order at time of his 


| death. 


In a ctreular issued by the Order, it 
claims that the reserve fund which it is 
establishing will guarantee to each mem- 
ber that his assessments will at no time 
exceed twelve per annum, and that this 
feature insures the perpetuity of the 
Besides the regular reserve fund, 
the order maintains an organization fund 
by setting aside one-sixteenth of each 
net assessment. The certificates provide 
for indemnity in event of total disability, 
or on account of old age disability. There 
are many restrictions contained in the 
certificate, and the circular above re- 
ferred to gives a number of proscribed 
occupations which are not acceptable 
risks, and should any member engage in 
a restricted occupation, no benefit shall 
be paid to the beneficiary in event 
of death. After three years, the so- 
ciety will pay in event of suicide, an 
amount equivalent to one-half of the 
amount which the beneficiary would have 
been entitled to receive had the member 
died a natural death. During the first 
three years of membership, the benefici- 
ciary will receive an amount equal to 
the beneficiary and reserve funds as- 
sessments paid by the member to the 
society. Of course, it cannot be stated 
what this amount will be, as the society 
is not obliged by law to maintain these 
funds. 





CONNECTICUT GENERAL -LIFE IN- 
SURANCE COMPANY, HARTFORD, 
CONN. 

On another page will be found a tabu- 
lation of the paid-for business written 
by various companies during 1907, and the 
amount in force at the end of the year. 

When furnishing its figures, this com- 
pany said: 

“In general I would say that this 
company has had a very successful year. 
We have increased our insurance in force 
by $2,807,773; our mortality was the most 
favorable for years, being but 45 per cent. 
of the expected. In spite of marking our 
bonds and stocks strictly at the market 
value of December 31, 1907, we increased 
our surplus, and our expenses were very 
greatly reduced.” 





CONTINENTAL LIFE INSURANCE 
COMPANY, WILMINGTON, DEL. 
This company was incorporated under 
the laws of Delaware, June 6, 1907, and 
authorized to begin business Septenber 
11, 1907. A preliminary report upon 
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it giving considerable information regard- | apportioned for 1908, and $133,897.20 for 
ing the organization and local backing deferred dividends on semi-tontine poli- 


of the company, 
policies will be found in Best’s Life In- 
surance News for September, 1907, page 
203. 

A statement showing the company’s 
condition on December 31, 1907, has 
been furnished to us by the Delaware 
Insurance Department as follows: 








and a review of its | cies. 
ing 1907, 


amounted to $5,860,431, 
the net gain in insurance in force was 
$3,980,003, an exceptionally good showing. 
The total premium income 
from $1,004,794.02 in 1906, to $1,239,908.88, 
in 1907. The item fur 1907, clearly in- 
cludes dividends and surrender values 


/applied to buy insurance, and considera- 


| styled 


| cies, 


Assets. 
Book value of bonds owned..$100,479.26 
Cash in bank at interest ...... 20,536.90 
See a “SO Nei cobdcocdiséos 48.60 
Bills receivable ........ eo 169.70 
Pm DOGS... kn cicdcvosvccsces 870.25 
Net def>rred premiums ....... 43.48 
Meerweed teterest 2. cccccccceces 1,289.42 
Furniture and fixtures ...... 1,010.83 
Ro hind oo ea i et aia ai 500.00 
ees SD iveude cauctisede $124,948.44 
Liabilities. 

Net reserve on outstanding 

policies, Am. Ex. 3% per 
BER “Kbtvie ines beavesac suc edun $1,672.33 
Interest paid in advance....... 31.35 
ee Gees GOD ic cceSsiwo sconce 26.41 
I ee ee 106,180.00 | 
nn? Sc bn6 Gee 6s 0 tae ces Suk eh 23,038.35 
Sn Gscaebes Ghevdbesve wats $124,948.44 


A memorandum states that the surplus 


shown is reduced by the deduction of 
assets not admitted, aggregating $2,- 
907.07. On December 31, 1907, the com- 


pany had outstanding, ninety-nine poli- 
cies aggregating $289,000. 





DAKOTA MUTUAL LIFE INSURANCE 
COMPANY, WATERTOWN, S. D. 

A preliminary report upon this company 
was printed in our 1907 volume, page 95. 
Under date of January 6, 1908, responding 
to certain inquiries, the company in- 
formed us that in June last, it was exam- 
ined by the South Dakota Insurance De- 
partment, and that no written report of 
that examination had been furnished to 


it by the Department,} but that the Insur- 
ance Commissioner had verbally assured 
the company “that ha@ was perfectly sat- 
isfied with the meth 


od and manner of 
The company fur- 
ntains a larger re- 

y the laws of the 
it with the Insur- 
ance Department amounting to more than 
the reserve. It stated that in 1907 it 
wrote paid-for business to the amount of 
$2,036,900. 

From other sources, it has been re- 
ported to us that the company’s expenses 
have been very heavy. We expect shortly 
to receive a complete statement covering 
its transactions during 1907, and showing 
its condition at the end of the year. 3 

















EQUITABLE LIFE INSURANCE COM- 
PANY OF IOWA, DES MOINES, IA. 
The statement of this company as of 

December 31, 1907, shows total admitted 

assets of $6,666,604.05, an increase of 

over $1,000,000 during 1907. The reserve 
increased from $4,808,825.71 to $5,550,- 

734.23, and the surplus over the paid-in 

capital ($100,000) and all other liabilities, 

increesed from $440,335.68 to $695,510.- 

21. This surplus is shown after charg- 

ing as a liability $150,000 for dividends 





tion for supplementary contracts, 
in 1906, amounted to $138,444.52; but 
thateitem, in common with all the other 
important items in the statement, shows 
a substantial though normal increase. 





FIRST NATIONAL LIFE ASSURANCE 
SOCIETY OF AMERICA, WALLA 
WALLA, WASH. 

This company has submitted to us, 
samples of its two principal policy forms, 
both on the Ordinary Life plan, and 
“Guaranteed Cash Dividend Plan” 


and | 


| 


The paid-for business written dur- | 


increased | 
$563,927.17. 


which | 


and “Guaranteed Double Dividend Plan.” | 


Both policies are deceptive in that the 


impression is given that they are parti- | 


cipating contracts, while as a matter of 
fact, they are non-participating poli- 
and a considerable additional pre- 
mium is charged, sufficient to enable the 
company to return at the end of each 
vear, the so-called dividends. Other 
features of these policies appear to us 
open to criticism, but we will not re- 
view them in detail until the company 
has had an opportunity to reply to a 
letter addressed to it by us on January 
21st. 

The company informed us that at the 
annual meeting of the trustees on Janu- 
ary 14th, the following officers and trus- 
tees were elected. 

Morton Gregory, president, George W. 
Morgan, vice-president, Fred W. Kaser, 
2nd vice-president, L. J. Pentecost, 3rd 
vice-president, R. J. Tompkins, 4th vice- 
president, Milton Dunlap, secretary, E. 
F. Messenger, treasurer, Dr. A. E. Brad- 
en, -medica) director, Marvin Evans, 
counsel. 

The trustees are as follows: 

Appleby, Stephen, Cashier Pac. Nat’l 
Bank: Bagley, John, President Tacoma 
& Eastern R. R.: McCormick, W. L. at- 


torney: Hyde, C. H., Pres. West Coast 
Groc. Co.: Milner, Wm. W., merchant; 
Salliday, B. M. of Stone-Fisher Co., 
Seattle. 


The company’s actuary is Paul Wool- 
ston of Denver, Col., who is considered 
competent. 

We printed a preliminary report upon 
the company in our December, 1907, is- 
sue, page 30. 





ORDER OF THE GOLDEN SEAL, ROX- 
BURY, N. Y. 

This order commenced busin*ss Feh:u- 
ary 20, 1902. It is incorporated under the 
fraternal laws of New York State, and 
at the end of 1995, it had in force $9,- 
019,440 of insurance. The following is a 
summary of its financial statenient at 
that time: 

Income during 1906—total paid By mem- 
bers, $437,771.76; total income, $455,2S6.- 
34. 

Disbursements—Losses and claims, $83,- 
050; commissions and salaries, $59,622.31; 


— 


traveling and other expenses of of. 
ficers, trustees and committees, $1,322. 
74; all other disbursements, inc] 

rent, advertising, official publication, etc, 


$980,732; total disbursements, $153,892. 
37. 
The total ledger assets aggregated 


Of this amount mortgage 
loans made up the greater part, ang 
amounted to $317,507.82; book value of 
bonds owned, $196,370.96. 

Gross Assets, $763,049.81. Among the 
non-ledger assets, an item of $137,399 
(disability loans) was shown. This, how. 
ever, was deducted among other non-aé- 
mitted assets, giving the society total ad. 
mitted assets at the end of 1906, of $616,. 
519.67. 

The liabilities consisted only of losses 
reported not yet adjusted aggregating $1. 
645. 

The book value of bonds and stocks 
owned by the society exceeded the mar- 
ket value by $282.06. 

The officers of the society are: Charles 
L. Andrus, of Stamford, Supreme Com. 
mander; Arthur F. Bouton, of Roxbury, 
Supreme Secretary; J. Duncan Lawrence, - 


of Bloomville, Supreme Vice-Commander; 





Frank M. Andrus, of Roxbury, Supreme 
Treasurer; Joel L. Keator, of Griffin 
Corners, Supreme Organizer; Marshall . 
Dean, of Roscoe, N. Y.; Lafayette B 
Gleason, Esq., of Delhi, attorney; Andres 
R. Ellis, M. D., of Roxbury, Supreme 
Medical Examiner. 

The members of the Supreme Counc 
are: Craft, Robert B., of Schenectady; 
Floyd, Theodore B., of Binghamton; 
Gleason, Lafayette B., of Delhi; Nichols, 
Charles E., of Jefferson; Sandwisk, Wil- 
liam H., of Syracuse. 

On November 26th, the society sent us 
a copy of its certificate upon the Leve 
Premium Death Benefit Plan which was 
prepared for them by Actuary 8. HF. 
Wolfe. : 

Recently we have been interrogated re- 
garding an arrangement said to have been 
made with Mr. Wolfe, to revise the plan 
of the society and compute new rates, 
but the society stated on November 26, 
1907, that no such arrangement had been 
made and that no revision of rates had 
been found necessary. It also stated 
that at this time it was writing about 
$100,000-of new business per month. 

Some time previous, it sent us its 
rate card showing the cost of its certifi- 
cates on the Level Premium, Whole Life, 
Death Benefit Plan. Below will be foun¢ 
these rates at a few specified ages, show- 
ing what part of the assessments are 
applicable to the mortuary fund and 
what part to the general fund. This table 
also shows the “excess payments” (€z- 
plained below) at the end of certains 


periods: 
Monthly Mortuary* General 

Age. Deposit. Fund. Fund, 
16 $1.60 $1.21 $.39 
20 1.60 1.21 39 
25 1.75 1.33 A 
30 2.00 1.51 49 
35 2.25 1.75 .50 
40 2.70 2.07 63 
45 3.25 2.50 6 
50 4.00 3.09 .) 
55 5.05 3.90 1.15 | 
60 5.50 5.02 1.48 
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Age. 5 Yrs 10 Yrs. 15 Yrs. 

16 $22.13 $63.32 $112.11 $169.44 | 
20 22.13 63.32 112.11 169.44 

5 28.41 76.92 134.04 200.54 | 
30 38.08 97.64 166.97 246.14 
35 50.23 123.26 206.65 298.25 

40 65.42 154.39 252.12 355.13 | 
45 83.98 189.97 301.69 414.40 | 
50 104.81 228.46 353.20 472.73 

55 127.58 268.91 404.32 527.61 

60 151.84 309.31 452.69 585.34 


It will be seen by the above that the 
rates are sufficient to provide for the 
cost of insurance due to the increasing 

e of the membership, and the cor- 
responding increase in the mortality rate, 
However, the society promises benefits 
in the way of dividends at the end of the 


dividends may be taken in cash or ap- 
plied to the payment of future monthly 
deposits. The 


line companies, 


fifth year and annually thereafter. Such , 


society claims to main- | 
tain a reserve the same as is held by old | 
but such reserve is not. 


charged as a liability in its statement, | 


and, therefore, there is no guarantee that 
it will be held as such. According to the 
Order’s literature the dividend 
the amount deposited by the member, af- 


' 
| 
' 


“will be. 


i 


ter, deducting the mortality cost, the | 


expense of carrying the certificate and 
the reserve 
throughout life, to which will be added a 
proper share of the profits of the busi- 
ness such as earnings from interest, 
lapsation and other sources.”’ 

In addition to the dividends paid, the 
society promises, after five years from 
date of certificate, the excess payments 
as shown by the above table in event of 
lapse, if . applied for within twelve 
months. This amount will also be loaned 
upon the security of the certificate at 
any time after the fifth year. For other 
periods of time after the fifth year, 
the amount of these values will be given 
upon application to the home office. Dur- 
ing the first five years no surrender values 
are allowed. 


The great claim made by this order,. 


is that after dividends are deducted from 
the amounts deposited by the members, 
the insurance will have cost much less 
than in any regular legal reserve com- 
pany. It also lays stress on the fact 
that it collects excess payments when 
the member is young, which it pays 
back in increasing dividends as _ the 
member grows older, and thus equalizes 
a cost. 

e Five Year ‘“‘Endowment”’ Certificate. 

Besides the regular death benefit plan 
which provides for dividends at the end 
of five years and annually thereafter, the 
order issues certificates on the “cash 
dividend plan’’ upon which dividends are 
paid every six years, and the difference 
in the dividends of the two plans is 
based upon the amount of protection af- 
forded at death. 

The rate on the cash dividend plan is 
$2.00 per month, regardless of age. In 
event of death during the first year, 
the beneficiary would receive $5.00, for 
each complete month of membership, 
or $60, at the end of the year, while in 
the case of the death benefit plan, the 
beneficiary wculd receive the face value 
of the certificate. The order makes much 






to keep the premium level | 








— —Excess Payments After—— | of its cash dividend plan as an investment 
20 Yrs. | feature, and from a careful perusal of 


its literature, we are led to believe that 


! 
| 


| 
} 
i 


| 


this is the plan which it more strenu- | 


ously advocates, although, if it did not 


have the death benefit plan, it would not) 


have been licensed to do business un- 

der the fraternal laws of the State. 
The cash dividend plan, is a scheme 

similar to that used by the National Pro- 


tective Legion and other concerns of this | 


kind operating in New York and Penn- 
sylvanta, which have been criticised by 
us. 
the impression is given that practically 
100 per cent. 


five years. It would be utterly 


No definite return is guaranteed, but | 


or increased at any time when such ac- 
tion is deemed necessary by the Su- 
preme Council for the purpose of per- 
petuating and making stable the insur- 
ance of this class.” 

Proofs of death must be furnished with- 
in one year after death of the member, 
and no action at law shall be maintained 
unless suit is commenced within two 
years from said death. 

Members are entitled to loans and 





‘dividends as explained above in this 

article. 

GRAND FRATERNITY, PHILADEL- 
PHIA, PA. 


profit will be realized in) 
im- | 


possible for the order to pay legitimately | 


anything approaching these figures, unless 
more than half the members lapse and 
forfeit their payments, after continuing 
for a considerable time. Our report upon 
the National Protective Legion should be 
read in connection with this report, and 





Report of Examination conducted by the 
Bureau of Insurance of Virginia. 
The report of an examination of this 
order made by Charles G. Taylor, Jr., 
pursuant to the instructions of Hon. 
Joseph Button, Commissioner of Insur- 


ance of Virginia, was submitted by Mr. 


will be found on pages 453-455 of our | 


1907, 
The 

hand (Level 

Plan) 


life volume. 


agreements and warranties 
made in the application. These, to- 
gether with the _ constitution, 
and laws of the order now in force or 
at any time amended, and the certificate 
itself, constitute the contract. The con- 
tract does not take effect until payment 
of the first nfonthly assessment, while the 
insured is in good health. The certificate 
is subject to adjustment for error in 
age. 

The assessments are due and payable 
without notice on the first day of each 
month, in advance, and if not paid before 
the last day of the month upon which 
the same falls due, certificate becomes null 
and vod unless it has been in force for 
sixty months, when the member may re- 
ceive amounts shown in table attached 
to the’ certificate, provided application 
Is made for such payments within twelve 
months after default In payment of as- 
sessments. Restrictions in regard to oc- 
cupation are rigid. In event of suicide 
within two years, or death caused by the 
use of liquors or narcotics, or resulting 
from a duel or at the hands of justice, 
or while violating or attempting to violate 
any criminal law, the amount -paid on 
the certificate will be the reserve at that 
date computed according the American 
Experience Table of Mortality, with in- 
terest at 3% ‘per cent. per annum. 
These are strict conditions, and it is a 
question whether or not the society can 
be held liable for such payment, as it 
does not maintain a regular legal reserve 
as a liability. 

Special attention is called to the Zo8-~ 
lowing clause which is contained in the 
certificate, and which further illustrates 
that the jsociety is making promises 
which it is not obligated to fulfill ac- 
cording to State laws: 

‘“‘All monthly payments shall be made 
by the member holding this certificate as 
indicated above and he shall also make 
any extra or special monthly assess- 
ments which shall be required from him 
by the Supreme Council of the ‘Order. 
His monthly assessment may be changed 


certificate which we have on. 
Premium Death Benefit | 
is issued in consideration of the. 
_ statements, 


by-laws | 





Taylor on October 30, 1907, and recently 
made public. 

The Grand Fraternity was originally 
organized under the laws of Indiana in 
1885, but was reincorporated under the 
laws of Pennsylvania in January, 1886. 
The examiner found that the items of in- 
come and disbursements in the statement 
as of December 31, 1906, were correct. 

There are certain items, to which the 
report calls particular attention, in the 
statement of this concern as of Decem- 


ber 31, 1906, and changes were made 
from the company’s statement. These 
changes will be spoken of iater. 
In order that our readers may 


have the figures before them, we present, 
first, the statement as of December 31, 
1906, and following that, its statement 
as of August 31, 1907. 











Statement as of December 31, 1906. 
Ledger Assets. 
“Book value of real es- 
tate, encumbered... .$39,843.45 
Mortgage loans on real 
estate, first liens.... 26,050.00 
Loans secured by liens 
on members’ certifi- 
BUG oadésesiticcuses 61,331.50 
Book value of bonds, 
excluding interest, 
and stocks owned ab- 
Se dsb ccceewh>s 35,842.80 
Building and loan as- 
sociation shares 2,025.00 
Cash in West End 
Trust Co., Philadel- 
Sk Petetsevcectans 7,000.52 
$172,093.27 
Non-Ledger Assets. 
Interest accrued on 
mortgages ......... $15.00 
Interest accrued on 
other assets ........ 426.00 
Rents due on property 
OF BORBE cd ptcoasicn 240.00 
Market value of real es- 
tate over book value... 8,156.55 
Assessments due on 
me GE: és vaccn dee 9,548.97 
Total non-ledger 
EE Wich o'v'a's'oa 18,386.52 
Gross assets ...... $190;479.79 
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Assets Not Admitted. 
Depreciation of ledger 
assets to bring same 

to market value... .$35,783.80 
Liens against mem- 


bers’ certificates..... 61,331.50 





Total non-admitted 


assets 97,115.30 





Total 
sets 
Non-Ledger Liabilities. 
Instalment of annuity 
benefits not due....$23,000.00 
Losses on certificates 
not adjusted, $22,500: 
resisted, $1,000...... 23,500.00 


admitted as- 





Total non-ledger 


liabilities 46,500.00 





Balance to protect 


contracts $46,864.49 

















tate, encumbered. ..$39,943.45 
STATEMENT AS OF AUGUST 31, 1907. Mortgage loans on real 
The following is a statement of the So- estate, first liens.... 26,050.00 
ciety’s financial condition at the close Loans to members... 65,567.12 
of business, August 31, 1907: Book value of bonds, 
Amount of ledgerassets De- excluding interest, 
cember 31, 1906 ...... md onwad $172,093.27 and stocks owned 
Income During the Year. OROSSNOERT .- coeccccess 45,209.38 
Assessments, mortu- Cash in West End 
"SRP open cn seenceusced $83,370.82 Trust Company 4,432.15 
Assessments, sick and 
DED eseccvesseces 6,316.90 $181,202.10 | 
Assessments, expenses..101,046.83 Non-Ledger Assets. | 
Interest accrued on 
Total received from mortgages .....eeee% $26.62 
BRGREROERD .0 vv ccccoses $190,734.55 Interest accrued on 
Interest, $1,538.17; rent, other assets ........ 285.38 
DRIED . aéesoccoeccée 4,082.00 Rents due on property 
Certificate fees ....... 105.50 Oe. SM. i's cntdhsneeee 240.00 
Loss and gain ........ 103.82 Market value of real 
Repayment of amounts estate over book 
charged off .......... 28.30 SED.5 » 05s odiend so ndeee 8,156.55 
« Assessments due on last 
Total income dur- call made within 
ing the year.... $195,054.17 sixty days on certifi- 
cates in force ...... 12,000.00 
Sum of both amounts... $367,147.44 
Disbursements During Year. Total non-ledger 
Death claims ........ $68,865.13 RUNGE -coascedeces $20,708.55 
Temporary disability... 5,780.35 
Payments returned to Gross assets ...... $201,910.65 
applicants or mem- Assets Not Admitted. 
DOTS wcccccccscccscces 468.63 Depreciation of ledger 
assets to bring same 
Total paid to mem- to market value ...$35,780.63 
bers and benfi- Liens against mem- 
claries ........ . -$75,114.11 bers’ certificates .. 65,567.12 


Commissions, fees, sal- 

aries paid or allowed 

to agents for organi- 

gation of subordin- 

ate bodies, and up- 

building of same..... 68,787.96 
Salaries paid to of- 
Salaries paid to of- 

fice employes 
Salaries or fees paid 

supreme or medical 

supervisors 
Rent, $3,625.38; 

vertising, official 

publication and print- 

ing, $6,450.98 ....... 10,076.36 
Postage, express and 

telegraph, $1,411.95; 


11,050.00 
6,405.61 


3,907.33 


$93,364.49 


' 
} 


| 


} 
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legal expenses, $1,.- 
519.64; insurance de- 
partments, $401.00; 
miscellaneous, $489.- 
aD ce sthnetsdstddackhe 3,821.98 
Branch expenses ..... 2,601.78 
BE edo kh n000660 50.00 
Traveling expenses ... 1,098.40 
Colonial rank ......... 544.75 
Furniture and fix- 
i . nwongseneesoant 92.94 
Investigation claims. . 519.03 
Bonding officers ..... 37.10 
Ene 312.19 
ER Rae a os 1,510.80 
Board of directors’ 
Do wt g laste ow 15.00 
Total disburse- 
tte ce $185,945.34 | 
RE ree $181,202.10 | 
Ledger Assets. 
Book values of real es- 








Total non-admitted 
assets 


$101,347.75 





Total admitted as- 
sets 
Non-Ledger Liabilities. 
Losses on certificates 
due and unpaid .... 
Instalment of annuity 
benefits not due ... 21,500.00 
Losses on certificates 


$842.40 





not adjusted, $51,- 
500; resisted, $3,- 
i” tadhecennkanaint -- 54,500.00 
Total non-ledger 
liabilities ........ 


$100,562.90 


76,842.40 





| repudiated these bonds on the groun# 


i == 
| Balance to protect 
contracts 


$23,720.59 

The report states that the “Mo 
, Assessments’’ shown in the income weg, 
/arrived at by deducting from the grog 
| assessments from business more than 
one year old, the amount set apart for 
this fund each month for expenses. The 
expense assessments were arrived at ag 
follows: 

The society takes the entire assess. 
ments for the first year for expenses, ang 
the sum allotted bw the Board of Dires. 
tors from the collections on business 
more than one year old. The report 
adds: 


The by-laws do not specify the amount 
to be taken for expenses, but power js 
delegated without limitation to the boar 
of directors to allot whatever sum they 
consider necessary for the conduct of 
the society’s business. The allotment 
for the year 1907, is $7,000 per month 
The society allows its collectors 10 cents 


per month per member for collecting thelr 


assessments. This sum _is deducted by 
the collector in making his remittanes 
and does not enter into the accounts of 
the society. 

In speaking of the real estate, the 
report says that it consists of two par. 
cels, one being its home office property 
in Philadelphia, and the other, pm 
perty acquired from a society reinsured 
hy it. The home office property is sub- 
ject to a lien of $40,000, the other pro- 
perty to a lien of $8,000. The book value 
shown in the statement represents the 
value of the property after deducting 
these loans. The society holds title t 
both pieces of property. The state 
ment of ledger assets shows mortgages 
loans on real estate first liens at the end 
of August, 1907, amounting to $26,000) 
The report states that of this amount 
$25,450, was acquired in the reinsurance 
of the United Moderns. ‘They are bonis 
of the Fidelity Savings Association, whieh 
bonds were covered by first mortgage 
deposited with the trust company.” Re 
‘ferring to the not admitted assets, the re- 
port says: “FIDELITY SAVINGS, As 
SOCIATION BONDS. These bonds wer 
received in the reinsurance of the United 
Moderns. Shortly after this reinsur- 
ance the Fidelity Savings Association 


went into the hands of a receiver, whe 


that the United Moderns had never 
the consideration for same. The G 
Fraternity is now engaged in a 
against the receiver of the Fidelity Say 
ings Association for the value of th 
bonds with interest due to date, and! 
am informed that money is on deposit 
with a trust company to cover the @& 
tire probable recovery, but, of cours 
such bonds have no market value, ani 
they are, 
asset.”’ 
Under non-ledger assets, the report 
states that the valuation of & 
home office property was appraised at 
$80,000 as against the society’s valuati@ 
of $125,000. The other piece of property 
was admitted at the society’s valuation 
The loans to members, charged as lies 
against the certificates were not verifiel 










by the examiners for the reason 


ee " 





therefore, not allowed as @ | 
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this item is not allowed as an asset in 
ihe statement. 

The society claims that it is accumulat- 
ing a reserve on the bulk of the liens ac- 
cording to the American Experience Table 
of Mortality with 4 per cent. interest. 
The officers state that loans are not 
made in excess of the reserve on such 
certificates, and the report adds: ‘‘When- 
ever the society charges itself with the 
eertificate liability, this item will be 
admitted to the extent that it is secured 
py the reserve on the certificates against 
which loans are made.” 

The report states that the society took 
ever the United Moderns in November, 
7903. It was impossible for the examin- 
ers, however, to verify the society’s ex- 

rience with these United Modern mem- 
bers, as separate ledger accounts had 
not been kept with the membership re- 
ceived from the Moderns. After in- 
vestigation, however, it appeared that 
the death rate of the United Moderns has 
been largely in excess of that of the 
Grand Fraternity. It appears that the of- 
fcers of the Grand Fraternity are of the 
opinion that they should practically per- 
form the office of a receiver for the 
United Moderns. The contracts, however, 
specifically recite that the latter order is 
to receive the benefits of the consolida- 
tion, and it is difficult to imagine what 
benefits they would receive if placed in a 
separate class and not given the oppor- 
tunity of increasing their membership, 
but rather having their members trans- 
ferred from time to time to the Grand 
Fraternity, as has been done. The re- 
portadds: “it is not proper, on the other 
hand, that the membership of the Grand 
Fraternity should be made to stand the 
entire burden of an excessive mortality 
among the Modern members, but some 
adjustment should be made between the 
membership of the two societies whereby 
the United Moderns’ members would re- 
ceive an equitable portion of the bene- 
fits realized by this consolidation.”’ 

It appears that the assets received 
from the United Moderns were practically 
valueless, the Fidelity Savings Associa- 
tion’s bonds being a portion of these 
assets, and the balance was composed of 
liens against membership certificates. 
The report adds: “At the present time no 
adjustment has been made between the 
membership of the Grand Fraternity and 
the membership of the United Moderns, 
i the Grand Fraternity has paid all 
roved death claims as they have ac- 
crued. 

The report states that the rates of the 
Order, with the exception of the 20-Pay- 
ment Life form, have been in effect since 
August, 1897, and all the members hold- 
ing these certificates have been rated up 
to the attained age at time of issue. The 
officers of the society have been making 
4 valuation of the certificates from year 
to year with the idea of ultimately put- 
ting up the reserve. However, the au- 





liabilities of the society, after making due 
allowance for the amount of certificate 
liens that would be allowed as an asset 
if the certificate liability were charged, 
is considerable less than the reserve on 
certificates in*force. The report adds: 

“While the society has made no in- 
vestigation as to its actual and expected 
mortality cost, its experience appears to 
have been favorable, and the society 
should, therefore, have been able to put 
up the proper reserve, as all its mem- 
bers holding certificates on which, from 
the terms of the contract, a reserve 
should be accumulated, were rated up to 
their attained ages at the time such 
certificates were taken. The difficulty, 
therefore, must be in the excessive ex- 
pense ratio of the society. The entire first 
year’s assessment is taken for expenses, 
and no provision made for the mortality 
among such members during the first 
year. For the year 1906, the portion of 
premiums on business more than one year 
old (not including payments to collectors) 
taken for expenses was 40 per cent., 
which is largely in excess of the loading 
in the assessments while 50 per cent. of 
the assessments for the entire year (on 
both old and new business), was used for 
expenses. Regardless of statutory re- 
quirements, inasmuch as the assessments 
paid by members are on a basis which 
makes it necessary to accumulate the 
reserve to carry out the moral obliga- 
tion of the contract, the expense deduc- 
tion from the assessment of members 
holding the certificates in question should 
be limited to the loading, plus any sav- 
ings from interest or mortality, to pre- 
vent a further increase of the _ dif- 
ference between the reserve and assets 
to cover same, and steps should at once 
be taken to eliminate the present existing 
deficiency as rapidly as possible. 

“The above does not apply to mem- 
bers from the two societies reinsured by 
the Grand Fraternity, except in so far 
as individual membership may have 
changed their certificates to the forms 
in question.’’ 

In a letter written to the society 
on November ist, by the Commissioner 
of Insurance, he recommends that the so- 
ciety provide for the Imitation of its 
expense fund, and that steps be taken to 
reduce its expenses below the maximum 
allowance, so that each year a saving 
may be made from the expense fund to 
apply toward the reduction of the dis- 
crepancy now existing between the valua- 
tion of its certificates and the amount 
of assets over all other liabilities which 
it has to meet the reserve. 

The Commissioner added, “I am aware 
that the laws now in effect governing 
fraternal beneficiary associations do not 
make this requirement of the societies 
operating under them, but I feel sure 
that you and your society recognize the 
moral obligation to your members 


-unless the actual mortality exceeds the 


thority to make such valuation not being | 
imposed upon the Insurance Department | 


by Chapter V of the “Act Concerning the 
Bureau of Insurance,” a valuation was 
not made. 


The president of the society | 


expected mortality, you should be able 
to put up this reserve .. .” 

On November 6th, the order wrote a 
long letter to the Commissioner of In- 


surance in which it took up the various 


informed the examiner of the result of points brought out by the examination 


the valuation as of December 31, 1906, 


and the balance or surplus over all other | on account of the internal dissention 


and excused itself in several instances 








among the members, and competition of 
other societies. The letter implied that 
the examiner had criticised the order 
unduly. ‘ ae 

This letter was answered by ' the In- 
surance Commissioner on November: 8th, 
who stated in effect that the Department 
had no desire to treat ‘unfairly any in- 
surance corporation, and ‘that’ the‘ object 
of the report was to ascertain the Order’s 
financial condition and to call its at- 
tention to any matters which may’seem 
to require it. We quote the following 
from his letter: . — 

“I note that you state that on Janu- 
ary 1, 1900, the reserve deficiency of the 
Grand Fraternity was over $600,000, and 
that you now have a small surplus over 
the reserve, but in this latter statement, 
I cannot agree with you, inasmuch as 
upon the basis of the statement em- 
bodied in the report, after allowing credit 
for the certificate liens, which would be- 
come an asset were you to be charged 
with the certificate liability, you would 
still be deficient on the reserve. 

“The recommendation as to the limita- 
tion of your expenses is a perfectly prop- 
er and legitimate one Your ex- 
pense ratio is quite high, and consider- 
ing that your society is a fraternal so- 
ciety, the ratio is unduly large.”’ 

Another important matter referred to 
by the Commissioner in this letter was 
the question of loans against members’ 
certificates. We quote the following: 

“The statement was made in the re- 
port that as soon as your society was will- 
ing to charge itself with the certificate 
liability, the amount of liens secured 
by the reserve on the membership cer- 
tificates would be allowed. I cannot re- 
cede from the original position taken in 
this matter. 

“‘As to the Fidelity Savings Association 
bonds, they certainly have no open mar- 
két value at this time. Your title to 
the bonds is questioned. They cannot 
be realized upon at this time, and there 
is no certainty that you will ever realize 
one cent from these securities.” 

The Order replied to this letter on 
November llth, and stated in part as fol- 
lows: 

“My only reason for answering the 
criticisms . was because .. .if 
no answer whatever was made, it might 
be presumed that it was out of our 
power to make any answer, and as 
that might create an unfavorable im- 
pression, we decided to write you so 
that our answer would go on file with 
the report.”’ 

The letter also called attentivun to the 
society’s real estate appraisement. It 
did not care to have the question raised 
as to the increase in the value of its 
property for the reason that it might be 
used by the assessors to raise our as- 
sessment for the purpose of taxation, 
and thereby very materially increase 
our taxes, and for that reason w? did not 
care to have another appraisor.’’ 





GREAT WESTERN LIFE INSURANCE 
COMPANY, KANSAS CITY, MO. 
We printed a long article concerning 
this company in our November issue, 
pages 11 to 14 inelusive. We have re- 
ceived so many inquiries regarding the 
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company that we present the following 
additional facts concerning it. 

This is a new company which began 
business April 19, 1907. See preliminary 
report in our 1907 volume, page 138. Ad- 
ditional reports were printed in our Oct- 
ober issue, page 216 and November is- 
sue pages ll and 12. These reports are 
important and should be read carefully. 
The first deals with the dispute between 
the company and the Mississippi Insur- 
ance Department, and includes the opin- 
ion of the attorney-general of Mississ- 
ippi that the “special income” feature of 
the company’s policies is illegal. The In- 
surance Department, however, was unable 
to revoke the company’s license, the Mis- 
sissippi Supreme Court having rendered a 
decision in December, 1907, to the effect 
thet as the questions involved were sub- 
mitted to the attorney-general and upon 
hie advice a license was granted by the 
insurance commissioner, the latter 
cannot now revoke the license without 
some new cause for this action; as this 
would make worthless the “plant” built 
up in Mississippi, by the expenditure of 
considerable money and effort by the 
company. 

The report in our November issue in- 
cludes a complete copy of the “guaran- 
teed dividend policy” issued by this com- 
pany, which has been held to be de- 
ceptive by various insurance departments. 
We also printed a copy of the annuity 
certificate sold by this company, which 
is in effect simply a new phase oi the 
“board contract’ scheme. Our gsum- 
mary on page 14, of the November is- 
sue, should be carefully read. 

The company was examined by the 
* Wisconsin Insurance Department and a 
report made public under date of Nov. 
4, 1907. The income and disbursements 
of the company may be summarized as 
follows: 











Income to October 31, 1907. 
Net premiums .....sessseeess $339,385.31 
Demhas acoccccccccoccecceece 278,250.00 
De, _ecnnocceeesonnssececese 1,236.34 | 


Unapplied payments on pre- 
miums and annuities 19,630.73 | 


Total IncOME .....cccececes $638,502.38 | 
Disbursements October 31, 1907. 
Net commission paid .......... $321,114.75 | 
Miscellaneous expenseS .......-. 114,207.10 | 
Total disbursements ....... $435,322.78 | 
This leaves a balance of $203,179.60, | 
showing that over two-thirds of the en- 
tire income from premiums and “an- | 
nuities’” was spent for expenses. The | 
company states that the receipts from | 
annuities just referred to are payments | 
made in connection with the annuity 
certificates explained and criticised in 
our November issue, page 14, and it 
states further that these certificates were 
sold at $150 per share. 

The Wisconsin examination showed 
that on Oct. 31, 1907, the total admitted 
assets were $378,074.09, and net reserve 
was $78,521; annuity claims not due 
amounted to $26,227.14; unapplied pay- 
ments on premiums and annuities 
amounted to $19,630.73; leaving a surplus 
of $153,695.22 over the capital stock ($100,- 
000) and all other liabilities. An exam- 
ination has since been made by the 











Louisiana Insurance Department. Its 
actuary valued the annuity certificates 
and because of the valuation, and charg- 
ing against the company what was con- 
sidered a proper liability to cover the 
“special income” of $1 per $1,000 of in- 
surance promised to the holders of the 
first $15,000,000 of insurance written, a 
large deficit was created; and the com- 
pany was required to deposit $60,000 with 
the Missouri insurance department to 
cover this deficiency. We print below a 
letter from the Louisiana Department 
giving details. It has since taken steps 
to amend the annuity certificates so as 
to bind it to make the 25 cents per 
$1,000 of insurance payable only out of 
its earnings, instead of being an aboso- 
lute charge against, and a liability of, the 
company. 

The Wigconsin examination brought 
out the fact that up to November, the 
company had written about $24,000,000 
of insurance. 

The company advised us on December 
23, 1907, that it was both licensed and 
operating in the following States: 

Alabama, Georgia, Idaho, Kansas, Lou- 
isiana, Maryland, Montana, Missouri, 
Mississippi, Oklahoma, New Mexico, 
South Dakota, South Carolina, Texas, 
Utah, Washington, Wisconsin. 

The company’s methods in the field 
have been sharply and justly criticised; 
and the desirability to the policyholders 


of many of its propositions, is very 
questionable. 
Examination by the Louisiana Depart- 


ment. 

The following self-explanatory letter 
was written to us on January 9, 1908, 
by the Louisiana Insurance Department: 

“I beg to acknowledge receipt of your 
favor of the 6th iinstant, ‘co.tainuing 
bulletin of the Great Western Life In- 
surance Company of Kansas City. 

“The full report of the Actuarv is rot 
yet available for distribution, tut in 
reference to your inquiry for <etails, I 
beg to say that Mr. Forster, who is the 
actuary of this Department, values the 
present liability of the company on the 
*“‘special inceme’”’ contracts on the busi- 
ness outstanding at the time of his ex- 


amination on November ist, und found | 


that because of a deficiency in the amount 
of premium, that the companyr would 
have to put up $64,000 additional re- 
serve to cover said deficiency. Since 
that time the company has deposited 
$64,000 additonal reserve with the In- 
surance Department of Missouri to cover 
the said deficiency. The deficiency was 
estimated by taking a policy at aver- 
age age 35, and the premium was 62 
cents per $1,000 short. 

“The ‘special income’ referred to is 
$1.00 per thousand on the first fifteen 
million of insurance written, given to the 
policyholders in the policy contract. The 
company advises us that they have raised 
their rates, so that there will not be a de- 
ficiency in the premium on future busi- 
ness in order to pay the said $1.00 per 
thousand. It has also issued another 
‘Special income’ contract of 25 cents 
per thousand, which I understand, has 
been abandoned since December 3ist last. 

“The company advises us that the new 
rates made by the company has made 
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proper provision to pay both the $1.0 
per thousand and the 25 cents per thous. 
and. We have requested the 

to submit the formula of its new rate 
which will be verified by the Actuary of 
this Department. If the said rates an 
not sufficent the company will be re. 
quired to put up the additional regery, 
to cover same. 

“The actuary of this also 
values the ‘annuity contracts’ of th. 
said company on the business outstang. 
ing at that time, and interpreted the 
sume as a charge against the premium 
and because of a deficiency in the ppe. 
mium, he valued the reserve at tha 
time at $134,000. Since that time th 
company has amended its certificates m 
as to make the dividends payable 
the ‘annuity certificates’ out of the 
‘earnings,’ instead of out of the incom 
for the purpose of relieving the premigp 
of the charge against it, as interprete 
by Mr. Forster under the original form 
of ‘annuity certificate.’ 

“The Insurance Commissioner of Mis. 
souri has the question up for co 
tion as to what legal liability then 
is on the part of the company fo 
the said ‘annuity certificate’ and has 
submitted the matter to the Aftor. 
ney-General. We are awaiting th 
opinion of the Attorney-General of Mis. 
souri, as that is the home State of th 
company, and the company will be com- 
pelled to submit to whatever ruling is 
made by that State. In the meantime 
this Department has taken steps to 
satisfy itself whether, as a legal pn- 
position, the amendment to the ‘ap- 
nuity certificate’ relieves the premium of 
the charge against it, which was made 
under the original form of contract, ani 
is of the opinion that the amendment ac- 
complishes that purpose. Mr. Forster, 
the Actuary of the Department, likewise 
agrees that the amendment relieves the 
premium of the charge against it, but as 
stated before, the Department will await 
the opinion of the Missouri Department 
as to whether or not there is any further 
liability on the company for the funés 
received from the ‘annuity certificates.’ 

‘Your very truly, 
(Signed) EUGENE J. McGIVNBY, 
“Ass’t Secretary of State.” 





>. 





HERALDS OF LIBERTY, HUNTS: 


VILLE, ALA, 
Examiner for Virginia Depart 
Recommends That License Be Can- 
celled. 


This concern has been examined ani 
severely criticised by the Virginia Insur- 
ance Department. It is found to hav 
been using ‘‘Advisory Board” certificate 
The extraordinary ‘‘Second Degree Bent 
ficial Certificates’”’ issued by this concem 
were also criticised. We printed an @& 
ticle about the Order and its speculativ 
scheme in our issue of July, 1907, pas# 
152-153, and another article in our Octobe 
issue, page 217. It is, therefore, unne& 
cessary to review the scheme in detél 
now. We expressed our disapproval oft 
very forcibly at the time. 

The report of the Virginia examinati# 
says that while the concern is nom 
domiciled in Alabama, all its records 
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kept, and its business transacted from 
an office in Philadelphia. 

Reference is made to a contract with 
the International Loan and Trust Com- 
pany, making it the agent of the Heralds 
of Liberty “in procuring members for it, 
and in aiding and advising it in the gen- 
eral conduct of its business.” The ex- 

t nature of this contract is il- 
jwstrated by the following quotation from 


Thine said Heralds of Liberty, hereby 

and agrees to pay to said trust 
company, seventy-five (75%) per cent. of 
the entire contingent or expense fund ob- 
tained by the said Heralds of Liberty in 
the conduct of its business, the same 
all admission fees, together with 
m of the premiums and assessments re- 
ceived and accruing on benefit certificates 
during the first year, less that portion 
thereof which may be required to meet 
certificates maturing by death or other- 
wise; and there also shall be paid by said 
Heralds of Liberty to said trust company, 
after the benefit certificate has been in 
force for a period of one year, and as long 
thereafter as said certificate shall remain 
in force, a sum of money equal to three 
($3.00) dollars per year for each one 
thousand ($1,000) dollars of insurance 
represented thereby; and said trust com- 
pany shall be further entitled to receive 
all sums of money collected as a contin- 
gent or expense fund under sick benefit 
certificates, viz.: all of the first payment 
or instalment and a sum equal to twenty 
(0%) per cent. of all premium calls 
thereafter collected. 

“The remaining twenty-five (25%) per 
cent. of said contingent or expense fund 
shall be retained and used by the said 
Heralds of Liberty to defray its expenses 
before calling upon the said trust com- 
pany for advances for that purpose or for 
any purpose under this contract.” 

It is further provided that the reserve 
and emergency fund “shall be handled, 
loaned and invested by said trust com- 
pany in such manner and upon such se- 
curity, as said trust company shall de- 
ae ” Later, the contract requires 
that money received by the order as a 
mortuary fund, shall also be turned over 
to the trust company for investment “up- 
on like terms and conditions.”’ This is all 
very nice for the trust company, but we 
fail to perceive any benefit to the mem- 
bers in this deal. It appears that no 
yments have yet been made under this 
tract. 





INTER-OCEAN LIFE & ENDOWMENT 
COMPANY, KANSAS CITY, MO. 
This company was incorporated under 

the laws of Missouri, June 18, 1907, as 

a “Stipulated Premium” company, and 

We were advised by its president, Wm. E. 

Schilling on Jan. 17th, that it was about 

ready to begin business. The authorized 

capital is $50,000. The company intends 
to have this amount fully paid in when it 
begins to issue policies. The stock was 
sold at 125, which will give the company 

@ cash surplus of $12,500. 

The president stated that it is the in- 
tention to re-organize the company as 
permitted by the State Laws, upon a 
legal reserve basis, with a fully paid in 
Capital of $100,000, as soon as the com- 


s 








pany has secured a good start. The 
president also stated that “‘no spectacular 
schemes will be indulged in ... We 
shall issue no “special contracts” or gold 
brick inducements of any sort, but con- 
fine our attention entirely to the sale of 
insurance as pure protection and endow- 
ment for investment purposes.” 

Wm. E. Schilling, who was the main 
promoter of the company, was formerly 
manager for the Indianapolis branch of 
the Travelers Insurance Company. He 
entered the service of that company on 
May 10, 1903, and tendered his resigna- 
tion March 1, 1907. This resignation 
was accepted. Before Mr. Schilling went 
with the Travelers he was special in- 
structor for the ordinary branch of the 
Prudential Insurance Company of Ameri- 
ca, having been appointed January 4, 
1896, and on March 1, 1897, he was ap- 
pointed manager for the same branch in 
Northern and Western Missouri. He left 
the service of the Prudential, August 1, 
1898. Mr. Schilling is well spoken of by 
both of the above companies and we are 
advised from other sources that he is a 
man of wide experience and quite capable 
of looking after the interests of the com- 
pany. 

We have not yet received a list of the 
officers and directors who were to have 
been elected on January 20th last. 

The company will write policies on a 
legal reserve basis, from the outset, using 
the full actuaries 4 per cent. premium, 
and charging the full 4 per cent. reserve 
on all contracts. The contract contains 
no assessment clause but we are advised 
that there is an assessment clause in the 
company’s charter. Policies will all have 
cash, loan, paid-up and extended insur- 
ance values. 





JEFFERSON STANDARD LIFE 
SURANCE COMPANY, 
N. C. 

By a contract effective at noon, De- 
cember 31, 1907, this company assumed 
all the outstanding policy obligations of 
the Carolina Life Insurance Company of 
High Point, N. C., which will be liqui- 
dated by the stockholders. The insur- 
ance in force amounted to about $350,- 
000. 

The Jefferson Standard Life Insurance 
Company. began business August 7, 1907, 
with $250,000 capital and $250,000 surplus, 
which it states was all paid-in in cash. 

The officers are: Jos. G. Brown, presi- 
dent; P. D. Gold, Jr., 1st vice-president 
& general manager; A. S. Rascoe, vice- 
president; C. W. Gold, secretary and 
superintendent of agencies; Chas. J. 
Parker, treasurer; Albert Anderson, M. 
D., medical director: T. B. Womack, 
general counsel; David Parks Fackler, 
actuary. 

The company has competent actuarial 
advice, and is a progressive institution. 
We understand that at the time of the 
reinsurance of the Carolina Life, this 
company had about $1,000,000 of insur- 
ance in force, a very good showing for 
the few months it had been in business, 
particularly as it has not resorted to 
“Board Contracts” or other reprehen- 
sible and deceptive schemes to obtain 
business. It computes its reserve lia- 
bility on the 3% per cent. basis. 


IN- 
RALEIGH, 









An item regarding the Carolina Life 
Insurance Company will be found on 4n- 
other page of this issue. 





JOHN HANCOCK MUTUAL LIFE IN- 
SURANCE COMPANY, BOSTON, 
MASS. 

Changes in Surrender Values, Premium 

Rates and Policy Conditions. 


We recently received schedule of re- 
vised premium rates in effect January 
1, 1908, on policies issued by the Or- 
dinary Department of this company. 
These rates show a reduction from those 
formerly in use. The term rates show 
a marked reduction. In addition tO mak- 
ing a reduction of premium rates and 
liberalizing its policy forms, the com- 
pany has increased the surrender values 
of cash and paid-up insurance. These 
are noteworthy policies. 


Comments Upon Term Policy. 

The company writes both five and ten 
year term forms, which are renewable 
and also convertible to other forms, 
without medical re-examination. The 
20-year term is convertible, but not re- 
newable. A renewal of the five year 
term may be made for successive periods 
of five years until the insured reaches 
the age limit of sixty. The ten year 
term may be renewed for periods of ten 
years up to the age limit of fifty-five. 

Conversion or exchange for participat- 
ing life or endowment forms may be ef- 
fected as follows: 

“Option 1. For a policy bearing date 
current with date of exchange, and at 
corresponding age and rate: 

“A. On Five and Ten Year Terms— 
at any time during original or any re- 
newal term. 

“B. On Twenty Year Term—any time 
during entire term. 

“Option 2. For a Policy bearing date 
of original contract, and at corresponding 
age and rate: 

“A. On Five Year Term—at any time 
during the original and first renewal 
term. ; | 

“B. On Ten Year Term—during orig- 
inal term. 

“C. On Twenty Year Term—during 
the first ten years. 

“Change at original date requires the 
payment of yearly differences between 
the rates for the two forms with interest 
at five per cent. 

“A condition for any such Renewal or 
Conversion is that at the date of re- 
newal or exchange there shall be no de- 
fault in premiums. 

‘In case of conversion under Option 1, 
any cash value attaching to the policy at 
date of exchange may be applied toward 
payment of premiums on the new policy.’’ 








Comments on Ordinary Policy, Life 
and Endowment Forms. 





Non-Forfeiture Regulations. 

Upon payment of third annual pre- 
mium, one of the following options will 
be granted. 

(a) Paid-up insurance (participating) 
without action on part of insured. 

(b) Cash surrender value (Full re- 
serve after eighth policy year), payable 
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at end of policy year. This is a very 
literal’ provision. 

(c) Extended term insurance (parti- 
cipating) if elected within ninety days 
. from date.of default. (Not necessary to 
surrender policy for extended insurance). 

‘Figures for all three options are en- 

tered in Policy. Payment of any Regular 
4nstaiment of Premium After Third An- 
nual, Increases Values Pro Rata. 
. “Paid-Up Insurance has an increasing, 
lextended Insurance a Diminishing, Cash 
Surrender Value. Dividend Additions 
increase values and period and amount 
of Extended Insurance. Indebtedness re- 
duces values and period of Extended In- 
surance.”’ 

Death claims are payable upon due 
preof of death. 

General Conditions. 

There are no conditions or restrictions 
as to residence, travel, occupation, or 
military or naval service. Policy is 
incontestable after one year, except for 
non-payment of premiums. It is subject 
to adjustment for error in age. 

Suicide within first year reduces lia- 
bility of company to amount of premiums 
paid. 

Participation tn Surplus. 

Provision is made for annual distribu- 

tion. 
- “Annual distribution of divisible Sur- 
plus, as Dividends, beginning at end of 
first Policy Year, contingent for the first 
and second distribution, upon payment of 
premiums for succeeding year. Distribu- 
tion At End of Third Year And There- 
after, Not Subject To Payment of Sub- 
sequent Premiums. Under these forms 
all Paid-Up and Extended Insurances 
partickpate. 

“Dividends may be either taken in 
cash, applied to reduce premium, ap- 


plied to purchase paid-up additions, 
or Left On Deposit With Company 
To Accumulate, and withdrawable 
on demand or payable with policy. 
if a sum equal to a $quarter’s 
premium at least is thus accumu- 


lated and remains on deposit then, in 
case of failure to pay premiums the 
company will apply the fund towards 
payment of arrears unless otherwise or- 
dered by holder of policy. Holder may 
annually elect method of application of 
dividend. _ Dividends on extended in- 
surance are payable in cash.” 

Settlement Options. 

“Six in number. 
and revoke and 
may also elect, unless 
ercisd his privilege. 

‘Under any instalment settlement, ex- 
cept option 5, there is a provision that 
the insured may name a provisional 
payee, to receive any balance remaining 
unpaid at beneficiary’s death. 

“When an instalment option goes into 
effect, the original policy must be sur- 
rendered and in exchange the company 
will issue a supplementary contract pro- 
viding. for settlement according to the 
provisions of and governing the option 
selected. Under such supplementary con- 
tract there will be allowed and paid to 
the person receiving the instalments such 
share of interest earned in excess of 3'/% 
per cent. as the company may determine.” 
Grace. 


Insured may elect 
re-elect. Beneficiary 
insured has ex- 





“Thirty-one days on all premiums af- 
ter the initial year, subject to interest 
charge. Rate, five per cent.” 
Application, Etc. 

Policy and application constitute entire 
contract. 

Loans. 

“At any time after payment of third 
annual premium, on proper assignment 
of Policy. Loan value not less than 
ninety-five per cent. of cash svrrender 
value at end of Policy Year. Figures 
entered in Policy. Interest rate, five per 
cent. Policy not terminable for faljure 
to repay loan or to pay interest, until 
total indebtedness equals loan value, of 
which thirty-one day’s notice will be 
given by company. Loans not made on 
Policies running as Extended Insurance.” 





KANSAS CITY LIFE INSURANCE COM- 
PANY, KANSAS CITY, MO. 

On another page of this issue will be 
found a table showing the business writ- 
ten and in force, as reported to us by a 
large number of companies, including this 
company. 

The total admitted assets of the com- 
pany at the end of 1907 amounted to 
$909,507.03, an increase of $218,665.20 over 
December 31, 1906. The net reserve, as 
required by the laws of Missouri, was 
$746,190 as against $527,279. Unassigned 
surplus funds over and above the capital 
stock of $100,000, amounted to $46,875.80, 
an increase of $15,091.49. 

The premium income during 1907 ag- 
gregated $572,502.66, an increase of over 
$120,000. Of this amount, $256,823.80 was 
for new, and $315,678.86 for renewal pre- 
miums. The total income for year 
amounted $609,914.61, which was $93,- 
239.37 less than the total income for 1906. 
The total disbursements, however, aggre- 
gated $397,184.67, an increase over the 
previous year of $52,730.95. It is interest- 
ing to note that the first year premiums 
collected during 1907 were almost $10,000 
less than for the previous year, but the 
renewal premiums show an increase of 
$131,967.70. The company states that its 
first year premiums paid all the disburse- 
ments except payments to policyholders. 

The following are the present directors 
of the company. These were not included 
in our 1907 volume: 

Anderson, Wm. W.; Arnold, H. C.; 
Boice, H. S.; Burnes, J. N; Dean, O. H.; 
Fleming, Fred W.; Huttig, Wm.; Long, 
Robt. A.; Reynolds, J. B.; Rule, W. A.; 
Swofford, J. J.; Wright, H. P.; Yates, 
Ed. E. 





INSURANCE COM- 
NEW OR- 


KEYSTONE LIFE 
PANY OF LOUISIANA, 
LEANS, LA. 


This company has for some little time! 


been involved in a legal controversy with 
a former director, Bernard Von Schlem- 
mer. The latter instituted a_ suit 
against the company asking for the ap- 
pointment of a receiver on various al- 
legations, and this suit was thrown out 
of court. Then another suit was in- 
stituted, again asking for a receiver, and 
on January 6, 1908, this action was de- 
cidedly adversely to Von Schlemmer. 

We quote from the decision In the ac- 
tion as printed in the “Daily States” of 
New Orleans, on January 6, 1908: 


| fomenting discord and 


“This is an application for the agp. 
pointment of a receiver. 

“The evidence shows that the plain. 
tiff acquired the stock on which he 
bases his right of action after the oe. 
currences of which he complains, ang 
with full knowledge of all the circum. 
stances, after the stock had been voteg 
in favor of a resolution against liquj- 
dating the corporation, and after ay 
application similar to. this . had 
made by the former holder of the 
stock and rejected. 

“It further shows that he acquire 
it after the former holder had, by his 
application for a receiver, defeated fo 
the time being the carrying into effec 
of a resolution to increase the capita} 
stock of the corporation, 
crease, so it was said, was a condition 
on which said stock was voted in fa- 
vor of continuing business, although 
strange to say, this was the only stock 
voted against such increase. 

“It further shows that plaintiff is 
a delinquent as to the stock subscribed 
for by himself and by virtue of. which 
he sat and acted as a director, ani. 
that suit had been filed against him 
for the amount of said stock long be. 
fore this application was made. 

“It further shows that the plaintif 
has been on the directory of the cer. 
poration from its organization to the 
present time; that his position and in- 
fluence as director have not been used, 
especially lately, for the advantage, bu 
rather to the detriment of the corpor- 
ation, and its business where possible. 

“It further shows that the  a‘fairs 
of the corporation have been honestly 
and faithfully administered by Its of- 
ficers; that the charge that policies 
have been recklessly and improvidently 
issued is unfounded, and that the ques- 
tion whether the company has failed 


to comply with the requirements of law ; 


is a debatable question, is now at issue 
between the State and the company, 
but that in any event the company has 
made and ig still making in good faith 
every effort to comply with such re- 
quirements, and would in all likelihood 
have succeeded but for the pendency 
of this suit. 

“The- evidence does show that the 
business of the corporation has not 
been as successful as it had been hoped 
for, but the pendency of this and the 


former preceedings and plaintiffs 
will toward the company are in 
measure responsible for these condi 


tions, which are, however, by no means 
so hopeless or discouraging as plaintiff 
claims, the company being amply s0l- 
vent and having on its books a con 
siderable volume of valuable business 
in excess of the negotiable assets which 
it still has on hand. 

“These being the facts as I find them 
my conclusion is that there is ™ 
ground for the appointment of @ Te 
ceiver. . 

“Plaintiff is estopped frem complait- 
ing of anything which had occurred 
and of which he had knowledge before 
he acquired his stock. One will not 
be permitted to acquire an interest @ 
‘a corporation for the sole purpose of 
litigation, and 
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the presumption is that such is his pur- 
pose when he acquires stock under cir- 
cumstances such as these and follows 
itimmediately by bringing suit; nor 
ean a stockholder be heard complain- 
ing of a failure to collect subscrip- 
tiens in capital stock when he him- 
self is a delinquent and when suit has 
actually been filed against him to com- 
pel payment for his stock, which suit 
he is contesting. Nor will he be per- 
mitted to urge that the _ corporation 


has failed to comply with certain re-. 


qirements of law, when that question 
is at issue between the State and the 
corporation, and when the chief ob- 
stacle to such compliance comes from 
the course of conduct which he him- 
pursues, and the consequent in- 
ility of the corporation for the time 
peing to raise the necessary capital. 
“For the rest the mere fact that the 
business of a corporation has not been 
prosperous, especially in the first year 
of that business, affords no ground for 
the appointment of a receiver, particu- 
larly when the complainant is partly 
responsible therefor. As for the charges 
of irregularity and misconduct, they 
are not sustained by the evidence. 
“There will, therefore,.be judgment 
in favor of defendant and against tie 
plaintiff, discharging the rule herein 
taken and rejecting said plaintiff's de- 
mand at his cost.”’ 

The company and certain of its of- 
fcers have sued Von Schlemmer for 
damages, and the progress of these ac- 
tions will be awaited with considerable 
interest, owing to the collapse of the 
two suits against the company. 





LIBERTY LIFE INSURANCE COoM- 
: PANY, NEW YORK. 


The first Annual Meeting of the Stock- 


, holders of the Liberty Life Insurance 


Company, of New York, took place on 
January 21, 1908, at the Home Office, 
lll Broadway, New York. 

After all organization and other ex- 
penseg had been paid, the company’s 
capital of $100,000, and surplus of $50,- 
0 not only remained intact during the 
organization period, but the surplus has 
been increased by $4,231.30, making a 
total surplus of $54,213.30. 
is company was organized in March, 
» and began active business during 
the latter part of November, receiving 
applications for $492,000 of insurance, of 
which $319,500 has been issued. 

The policy of the company has been 
careful and conservative, and while 1‘s 

ess has so far been practically con- 
fined to the State of New York, it has 
nOW arranged to enter several other 
States for business. 

The officers of the company are: Wil- 
liam H. Lynn, president, George Moore 
Smith, Ist vice-president, Albert C. 
Case, 2nd vice-president, Thomas J. 
O'Donohue, rd wice-president, D. D. 
Allerton, Secretary, Charles Badgley, 

rer, Dr. Wm. B. Clark, medical 
director, Herman Leroy. manager of 
agency department. 


BEST’S LIFE INSURANCE 





NEWS. 


(i) 


— — —— — 








MASSACHUSETTS MUTUAL LIFE IN- 
SURANCE COMPANY, SPRING- 
FIELD, MASS. 


From the printed report issued by 
this company to its policyholders, we ex- 
tract the following items: 


Total premium income in 1907, $7,542,- 
252.62; death claims, less reinsurance, $2,- 
259,777.36; matured endowments, $279,- 
663; dividends to policyholders, $1,151,- 
013.81; surrender values, $627,185.65; to- 
tal payments to policyholders, $4,317,- 
639.82. Total assets December 31, 1907, 
on the basis of market quotations of 
that date, $45,839,547.32. Surplus over all 


liabilities, $2,011,259.46. 

The last item shows a considerable re- 
duction as compared with December 31, 
1906, when it stood at $3,513,807.53. Com- 
menting upon this decrease, the report 
says: “It should be noted that among 
the liabilities appears an item of $444,- 
216, representing allotments of surplus 
already voted by the directors, which 
will be payable to policyholders during 
the four remaining months of the com- 
pany’s dividend year, namely, January, 
February, March and April, 1908. This 
charge in liabilities has not heretofore 
been made, as distributions of surplus 
have been conditioned on the payment 
of premiums; but this condition, as re- 
lated to the anniversary payments falling 
due after December 31, 1907, on the out- 
standing policies of the company, has 
heen abrogated. Under any policy, which 
by its terms will then be entitled to 
share in the distribution, the surplus for 
the full policy year will be returned on 
the policy anniversary, whether or not 
the premium or instalment of premium 
due on that date is paid. 

“To meet the requirements of the in- 
surance departments in a number of 
states, there has been Included among lia- 
bilities an item of $112,476 for the esti- 
mated amount of taxes on premiums and 
reserves payable during the year 1908. It 
is impossible at this time to determine the 
exact amount of these taxes, but it is be- 
lieved that the estimated amount is suf- 
ficiently large.’’ 

In common with all other companies, 
this company’s securities depreciated 
materially during 1907. The character of 
its investments is excellent, and the de- 
preciation is apparent, and not real. 

The actual mortality was about 72 
cent. of the expected. 

The company estimated that “‘the ratio 
of all expense and taxes to total loadings 
is about 68 per cent.’’ 

An echo of conditions prevailing during 
the October panic is found in the report 
that the company loaned on its policies 
during the last three months of the year, 
$903,792. 

Regarding valuations, the report says: 
“During the year new premium tables, 
hased upon the American Experience 
Table of Mortality, with interest at three 
per cent. per annum, were adopted, and 
have been in use since October 1, last; the 
obligations of the Company under policies 
issued on and after that date will be val- 
ued accordingly.’ 


per 





MERIDIAN LIFE & TRUST COMPANY 
OF INDIANA, INDIANAPOLIS, 1!..D. 
On another page of this issue will be 

found a table showing the business writ- 

ten and in force, as reported.to us by a 

large number of companies, including this 

company. When furnishing those figures, 
it also advised us that during 1907 it in- 
creased its assets $175,876.87; its surplus 
$24,204.18; and reserve, $145,812.44. In our 

1907 volume, we stated that the company 

was operating in Alabama, Georgia and 

Indiana. It is now operating.also in West 

Virginia, and advises us that it expects to. 

enter four or five additional states in the 

near future. 





MIDWEST LIFE INSURANCE COM- 
PANY, LINCOLN, NEB. 

This company recently advised us that 
it will continue to write both participating 
and non-participating business the coming 
year, giving the preference to the latter. 
It sent us a sample copy of its 20 Payment 
Life Non-participating policy, which costs 
$37,74 per $1,000 the first year, at age 35, 
and thereafter the cost is reduced to 
$29.10 annually. The following comments 
are upon this form, which should be care- 
fully studied: 

Non-Forfeiture Regulations. 
Cash. 

Cash value will be granted at the end 
of any policy year after three annual 
premiums have been paid, or within forty 
days thereafter. These values are shown 
in table attached to policy. 

Paid-up Insurance. 

Before default in payment of any pre- 
mium after the third year, or within forty 
days thereafter, a non-participating paid- 
up policy, as per amounts shown in table, 
will be granted. 

Extended insurance. : 

This is granted after the third annual 
premium has been paid, without action on 
the part of the insured. Loan or cash 
surrender values will not be granted after 
insurance is extended. Should death oc- 
cur during any term of extended insur- 
ance, company will deduct from amount 
payable, all unpaid premiums with com- 
pound interest at the rate of six per cent. 
per annum; unless the insured by written 
notice filed at home office of company 
within the first forty days in which policy 
is continued in force, ‘“‘expressly waives 
all rights given, without a new medical 
examination, in the paragraph entitled 
‘Reinstatement.’ If such a waiver is so 
filed, no premiums in arrears will be de- 
ducted, neither will any of the additional 
privileges given under a new medical ex- 
amination become effective until it is ap- 
proved by the company.” 

Loans. 

Loans are granted after the third year: 
for an amount not exceeding that shown 
in table of cash loans. Compound inter- 
est, at the rate of six per cent. per an- 
num, will be charged. The company 
agrees to allow thirty days grace from the 
time loan falls due, and the policy shall 
not then be avoided unless the total in- 
debtedness ‘‘secured by it shall equal or- 
exceed such cash surrender value as it 
has during the premium paying period at 
the end, and thereafter at the beginning 
of the policy year in which such default 
occurs.”” This is somewhat obscure. 
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The plan by which this company com- 
putes its cash surrender value is to de- 
duct from the reserve $10.00 for each 
$1,000 of insurance up to and including 
the tenth year. From this time on, the 
surrender charge is reduced by $1.00 each 
year until at the end of the twentieth 
year, said value is the full terminal re- 
serve. sahereafter, such value is obtained 
by adding $1.00 to the terminal reserve 
for each year the policy remains in force. 

The loan value is ten per cent. less than 
the cash surrender value. 

Any indebtedness against policy will 
reduce the loan and surrender values ac- 
cordingly. 

Settlement Options. 

Provision is made for payment of death 
proceeds either in one sum or by install- 
ments. 

Losses. 

Death losses are payable upon receipt 
of due proofs of death. 

incontestability—Restrictions. 

The policy is incontestable after four- 
teen months from its date, except for vio- 
lation, within the first five years, of the 
conditions as to military or naval service 
in time of war, if the premiums shall be 
duly paid. In event of suicide within 
fourteen months from date, or should the 
insured die while residing or being, or 


.from any disease contracted in the future 


while residing or being outside of the tem- 
perate zones, or shall die within five years 
from date as the result or consequence 
of future military or naval service in time 
of war, the liability of the company shall 
be the reserve value thereof at the death 
of the insured, or if death occurs while 
engaged in certain restricted occupations 
during fourteen months from date of pol- 
icy, the reserve value only shall be pay- 
able. Policy is subject to adjustment for 
error in age. 
Beneficiary—Assignment. 

Provision is made for change of bene- 
ficiary when the right of revocation has 
been observed. Policy also provides for 
assignment. 

Grace. 

After the first year, a grace of thirty 
days will be granted, during which time 
insurance shall remain in force. 

Application, Etc. 

Company shall incur no liability under 
application until a policy has been issued 
and delivered to the insured, nor until the 
first annual premium has actually been 
paid to, and accepted by the company or 
its agent, during his good health. 





MISSISSIPPI VALLEY LIFE INSUR- 
ANCE COMPANY, ST. LOUIS, MO. 
A report upon this institution was 

printed in Best’s Life Insurance News for 

December, 1907, page 31. We are advised 

that Samuel Quinn has resigned as Man- 

ager of Agencies of the Great Western 

Life Insurance Company of Kansas City 

to become president of this company. 





MISSOURI LIFE AND ACCIDENT COM- 
PANY, ST. LOUIS, MO. 

This is an assessment association which 
was incorporated December 6, 1907, and 
began business December 16, 1907. It has 
no authorized capital. It will transact 
health, accident and life insurance. Mem- 
bers pay from five cents to twenty-five 








cents weekly according to the amount of 
death or indemnity benefits desired. The 
assessments are not graded to age at 
entry, but the amount of death benefit 
varies according to the age of the mem- 
ber when joining. For instance, a weekly 
payment of ten cents provides a death 
benefit of $30 for ages 18 to 29; $28 for 
ages 30 to 39; $24 for ages 40 to 49. The 


| weekly sick and accident benefits are the 


same for all ages, and the amount of in- 
demnity varies acording to the amount of 
weekly assessment paid. 

The association advised us that its 
president, W. A. Johnson, has had twelve 
years experience in the insurance busi- 
ness, and that its secretary, J. A. Walker, 
has had two years experience. No details 
were furnished. 

The following are the incorporators of 
the company, all of Sr. Louis: 

Hocker, Lon O.; Johnson, W. A.; 
Mohr, Frank A.; Shapley, F. W.; Walker, 
J. A.; Wells, H. P. 

The association also sent us a copy of 
its certificate which is issued in consider- 
ation of the warranties and agreements in 
the application, which application is re- 
ferred to and made a part of the contract. 
Payments are to be made weekly, and 
besides regular payments, the Board of 
Directors may levy and assess extra pay- 
ments as needed. 

The certificate is extremely undesirable, 
from the point of view of the holder. The 
benefits are very small, and the conditions 
and restrictions render the contract, in 
our opinion, worthless. 

The certificate provides that the face 
thereof shall be paid out of the dues and 
assessments collected from members 
“within twenty-four hours after satisfac- 
tory proof of death.”’ It is provided also 
that in case of sickness or accident, the 
weekly indemnity paid shall be according 
to that named in schedule, and in the 
event of accidental injury resulting in 
loss of one foot or both, by severance at 
or above the ankle; one hand or both, by 
severance at or above the wrist, or the 
entire sight of both eyes, if irrecoverably 
lost, on satisfactory proof thereof, associ- 
ation will pay as an “additional indem- 
nity,”” a sum equal to the death benefits 
then in force on the certificate. 

Only one-half of the sick or accident 
benefit is payable within the first six 
months certificate is in force, full amount 
after six months. However, a member 
may pay ten weekly payments as an ad- 
mission fee, with application, and by so 
doing will ‘‘become in full benefits for 
sickness and accident.”’ For the first 
twelve months of membership, only one- 
half of the death benefit will be paid, full 
amount after one year. 

The certificate is issued and accepted 
upon numerous conditions given on the 
back thereof, most of which are harsh 
and unfavorable. 





NORTHWESTERN MUTUAL LIFE IN- 
SURANCE COMPANY, MILWAUKEE, 
wis. 

We were recently interrogated regard- 
ing the interest charged by this company 
for loans made on the security of its 
policies. The rate has recently been six 
per cent. instead of five per cent. as in 
the early part of 1907. Regarding this 





————— 


matter, the company wrote us as 

“We have received your favor of the 
8th inst. referring to the question of jp. 
terest rate on policy loans. In reply } 
beg to say that our rate of interest fo, 
such loans formerly depended on the 
amount of the loan, varying from five per 
cent. to six per cent. Within the lag 
two years the rate of interest was mage 
five per cent. on all policy loans regan. 
less of the amount, which rate continue 
up to November, 1907. At that time 
owing to the unprecedented demand fo 
loans, the difficulty of procuring funds 
make same and the high market rat 
for money, it was thought necessary 


advance the interest rate to six per cent © 


and since that all loans have been 
at that rate. 

“It is true that the policies issued by 
this company during the year 1907 pp. 
vided for loans at not exceeding five per 
cent. interest, but these policies are han- 
ly available yet for loans and none haye 
been made under same. All other poli- 
cies that contain a loan guaranty, i. 
cluding the edition of 1908, provide for 
loans at not exceeding six per cent; ip. 
terest.”’ : ... 

It is our understanding that this i 
merely a temporary arangement, anj 
that the old rate of five per cent. wil 
be restored as soon as financial condi- 
tions are entirely normal. 





OCCIDENTAL LIFE INSURANCE COmM- 
PANY, ALBUQUERQUE, N. M, 

A report upon this company, which was 
incorporated under the laws of Nevada, 
but is operated from Albuquerque, N, M, 
was printed in our 1907 volume, page 24. 
We are informed that a contract has been 
made between this company and an in- 
stitution called the Southwestern Under- 
writers Company, incorporated under the 
laws of Arizona, with a nominal capita 
of $200,000, and that by this arrangement, 
the Underwriters Company will carry o 
the agency work of the life insurance 
company, receiving 75 per cent. of th 
first year premiums, and 7% per cent. re- 
newals. ; 

On January 13, 1908, we addressed the 
following inquiries to the Occidental Life 
Insurance Company: 

(1) Kindly send us a copy of your lou 
agreement. : 

(2) We understand that you are co 
templating incorporating under the lag 
of New Mexico so that you can @&& 
the states of Colorado and Texas. Is thi 
correct? 

(3) We are advised that the Southwest 
ern Underwriters Company was 
porated under the laws of Arizona, wit 
a capital stock of $200,000, to carry on th 
agency work of your company. Kindy 
give us details, and also state what com 
mission will be paid to this company @ 
business obtained. 

(4) Do you intend to issue a gold bon 
guaranteeing the stock of the Southwest 
ern Underwriters, the bonds payable ® 
twenty years? 

(5) Kindly state whether or not yor 
company contemplates issuing stock wit 
policies, and what inducement you # 
offering. Give full particulars. _ 

On January 16, the company repliel 
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that our letter had been referred to the 
Southwestern Underwriters Company for 

On January 23, having received no 
reply from the Southwestern Underwrit- 
ers Company, we wrote it as follows: 

“On January 3, 4 and 13 we addressed a 
number of inquiries to the Occidental Life 
Insurance Company, which, under date of 
January 16, informed us that our letters 
nad been referred to your company for 
reply. 

“We are not certain whether your 
neadquarters are at Phoenix, Arizona, or 
Albuquerque, N. M., and we are, there- 
fore, sending a copy of this letter to each 


address. 
‘It is highly important that the facts 
guested in our letter of January 13, ad- 


, dressed to the Occidental Life Insurance 


Company, should be furnished us at an 
early date. Fairness compels us to state 
that we are opposed to the scheme of 
carrying on the agency work of a life in- 
surance company through the medium of 
an incorporated general agency, for the 
reason that the plan conceals the true 
operations of the company to a certain 
extent, and fosters extravagance; and in 
addition, stock of the agency company 
is sold, as a rule, to prospective insurers, 
by means of estimates which are impos- 
sible of fulfillment. 

“Your arrangement with the Occidental 
may be such as to overcome these objec- 


tions, but without a detailed and specific 


reply to our questions of January 13, 1908, 
we will be unable to judge regarding this 
point. We trust, therefore, that we may 
be favored with a statement from you at 
the earliest possible moment.”’ 

If any response is received before we 
go to press, it will be added to this re- 
port, otherwise, any further data col- 
lected by us will appear in our February 
issue. 





PENN MUTUAL LIFE INSURANCE 
COMPANY, PHILADELPHIA, PA. 
In a table printed on another page, will 

be found a statement of the paid-for bus- 
iness written during 1907, and in force at 
the end of the year, as reported to us by 
thiscompany. In furnishing these figures, 
it made the following interesting state- 
ment: 

“You ask us for any other items of 
news regarding the company. We have 
pleasure in advising you in advance of 
he publication of the company’s state- 
ent that the 60th annual report will 


Show that the assets of the company have 


reached the sum of $90,061,682, a gain 
over 1906 of $6,344,730. The premium in- 
come during the year was $15,700,000, 
while the receipts from interest, rents, 
etc., were $4,582,036. The gross income of 


a meny was $695,027 in excess of 





“The company did not avail itself of 
valuing its bond holdings either at the 
quotations which obtained on December 
3lst, 1906, or the average value through- 
out the year 1907, but reports its bonds, 
as usual, at their market value on the last 
day of the year covered by the state- 
ment.’”’ 





PHILADELPHIA LIFE INSURANCE 
COMPANY, PHILADELPHIA, PA. 
On January 22, 1907, we addressed the 

following self-explanatory letter to this 

company: 

“Please accept our thanks for your 
prompt response to our letter of January 
16, requesting a memorandum of the paid 
for insurance written by you during 1907, 
and in force at the end of the year. 

‘“‘We observe that the net increase in 
insurance in force was only $635,681, al- 
though you wrote $7,880,291 during the 
year. That is to say, you gained only 
about eight per cent of the amount writ- 
ten. These figures are so striking that 
we write to ask whether you desire to 
make any statement regarding them.”’ 





PROVIDENT ANNUITY LIFE ASSOCIA- 
TION, BLOOMINGTON, ILL. 
Under date of January 21, 1908, a press 
dispatch states that an application for 
the appointment of a receiver for this 
company has been made by the widow of 
a deceased member. 





PROVIDENT SAVINGS LIFE ASSUR- 
ANCE SOCIETY, NEW YORK. 
On pages 50 to 60 of this issue, will 
be found a very important item regard- 
ing this company. 





ROYAL UNION MUTUAL LIFE INSUR- 


ANCE COMPANY, DES MOINES, IA. 

A preliminary statement issued by this 
company under date of January 6, 1908, 
gives the following information regarding 
settlements under deferred dividend pol- 
icies during 1907: 

“The Company settled deferred divi- 
dend policies as follows: 
Total amount insured........... $55,000.00 
Total amount cash 

guaranteed ........... $28,159.58 
Total amount surplus 


paid policyholders.... 21,145.00 





Total amount of surplus and 
guarantee paid to policyholders 49,304.58 
Total amount cash paid to Com- 
pany by policyholders......... 36,559.40 





Total 20 years’ insurance of $55,- 
.00, profit to policyholders... .$12,745.18 
‘The above is a practical demonstration 
that the much abused deferred dividend 
plans in the Royal Union have not dis- 
appointed the policyholders.”’ 





We printed some information regarding 
the company’s dividend payments in 1906 
in our 1907 volume, page 335. 

On January 22, 1908, we received from 
this company the following schedules of 
deferred and cash dividends paid or pro- 
visionally acumulated in 1907: 


Deferred Dividends. 


Kindof Age Year 

Policy. at Is. Is’d. Prem. Div'd. 
ge aS 25 1887 $26.93 $316.00 
Sa pases 35 1887 34.00 404.00 
OW: Baistes 45 1897 45.00 150.88 
OO Biiiasccc 45 1887 45.10 544.00 
We Bkiccds 55 1892 60.30 265.54 

Cash Dividends. 

ge ae 25 1905 28.10 2.90 
8 ee 25 1904 28.10 3.05 
eee 25 1902 28.10 2.90 
i eer 25 1897 27.15 4.35 
Se AOS 25 1892 27.15 6.10 
ge Ee 25 1905 48.70° ~° 3.60 
We Riki 35 1905 27.10 “3.20 
, pe “See 35 ©. 1902 27.10 “*-~3.13 
Oe 35 «=: 1905 35.00 3:62 
| Se 35 ~~ 1902 35:00 - =—-_- 3.57 
Se 35 1892 33.70 7.85 
aa snes 35 1904 50.90 ° 4.55 
20 E...:..*. 35 - 1903 50.90 * 4.82 
Ws Did eec 45 1903 39:10 © 4.22 
Oe eS 8s 45 1903-° 69.00 **'6.72 
SS Sea 45 1892 44.50 ‘10.61 
Lap ee 45 1905 56.40 5.03 
3 ae 45 1903 66.40 4.82 
We Thi sic 55 46=—_—s«1904 61.60 — 8.17 
WW. téc.t65° ae 61.60 ‘~* ° 7.26 


The statement of this company for. the 
year ending December 31, 1907, _shows 
substantial increases in almost all import- 
ant items, as indicated by the followins: 

Total assets increased $238, A16. 02;. 
serve, $223,602; surplus, $18, 177.75;. ahG 
ance in force, paid for basis,. $1,653,048, 
the total in force at the end of the year 
being $17,700,870. The paid-for insurance 
written during 1907 amounted to $3,546,- 
718. The rate of interest earned was six 
per cent., an unusually good showing, 
and the actual death losses were 55 per 
cent. of the expected. 





UNION CENTRAL LIFE INSURANCE 
COMPANY, CINCINNATI, OHIO. 
Among the general articles of this is- 

sue, will be found some figures showing 

results on an annual dividend policy is- 

sued in 1900. 





UNITED STATES LIFE INSURANCE 
COMPANY, N. Y. 

At a special meeting of the stockhold- 
ers of this company on December 23, 
1907, it was voted to reduce the par value 
of the outstanding shares from $50 each 
to $30 each, thereby reducing the capital 
from $440,000 to $264,000. 
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INDEX 


Name of Company. 

Abraham Lincoln Mutual Life, Phila., Pa 
American Assurance, Philadelphia, Pa 
American Central Life, Indianapolis, 
Bankers Life, New York 
Carolina Life, High Point, N. 
Colonial Life Association, Boston, Mass 
Colorado National Life, Denver, Colo 
Columbian Knights, Chicago, 
Connecticut General Life, Hartford, Conn 
Connecticut Mutual Life, Hartford, Conn 
Conservative Life, Wheeling, W. Va 
Conservative Mutual Life Insurance Company 

of America, Portland, Ore 
Continental Life, Wilmington, Del 
Dakota Mutual, Watertown, S. D 
Empire Life, Atlanta, Ga 
Equitable Life, Des Moines, Ia 
Equitable Life Assurance Society, New York..November .... 
Fellowship of Solidarity, New York »-November .... 
Fidelity Mutual Life, Philadelphia, Pa November .... 
First National Life Assurance Society, Walla 


Mo. 
December 
. ts ae 
Ind..January,....... 


Pag>. 


Fraternal Union of America, Denver, Colo 
Girard Mutual Life, Philadelphia, Pa 
Golden Seal, Roxbury, N. Y 

Grand Fraternity, Philadelphia, Pa 


Great Western Life, Kansas City, Mo 


Guarantee Fund Life Ass’n, Tacoma, Wash..November ... 
Heralds of Liberty, Huntsville, Ala 
Inter-Ocean Life and End., Kan. City, Mo..January 
Jefferson Standard Life, Raleigh, N. C 
John Hancock Mutual, Boston, 
Kansas City Life, Kansas City, Mo 
Keystone Life, New Orleans, 
Knights ot Pythias, (Ins. Dept.), 
=a0S%. ben 2 atr i. 


HAVE You SEEN THE 


LIFE ASSURANCE PRIMER? 


SECOND EDITION 
Revised and enlarged 


By HENRY MOIR, F.F.A., F.IL.A. 


Member of the Actuarial Society of America 
Actuary of the Provident Savings Lite Assurance Society 


An Elementary Text-Book dealing with the prac- 
tice and mathematics of Life Assurance. It has 
been adopted as a text-book in a number of schools 


and universities in the United States and Canada, 
and and many fi field eld men mn have found it to b be exactly what 


they nee needed to a to aid t them to a better | or understanding 
of the fandamental principles of the be business. 


An entire new chapter has been added, dealing with 
State Supervision and Annual Statements, and vari- 
ous changes and additions have been made to bring 
the work up to date; also, many points have been 
elucidated at greater length than in the first edition, 
with the result that 32 pages in all have been added 
in the new edition. 
CLOTH, POSTPAID, $1.50 


C. C. HINE’S SONS CO., 100 William Street, New York 








All Saaaaie and Riadaaes miiel upon in this eal ‘all i issues 
of the current volume of BEST’S LIFE INSURANCE 
NEWS, beginning with that of November, 1907. 
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Name of Company. 
Liberty Life, New York 
Massachusetts Mut. 
Meridian Life and Trust, Indianapolis, Ind. .January.., 
Midwest Life, Lincoln, Neb 
Mississippi Valley Life, St. Louis, Mo 


Missouri Life and Accident, St. Louis, Mo.. 
Mutual Benefit Life, Newark, N. J 

Mutual Reserve Life, New York 

National Protective Legion, Waverly, N. Y... December 


N. Y. Safety Reserve Fund, Syracuse, N. Y...November a 
Northern Assur. Co. of Mich., Detroit, Mich..December 47) 


Northwestern Mutual, Milwaukee, Wis 
Occidental Life, Albuquerque, N. M 


Penn Mutual Life, Philadelphia, Pa 


Peoples Mutual Life Association and League, 
Syracuse, N. Y 
Philadelphia Life, Philadelphia, Pa 


Pioneer Life Ass’n of Amer., Davenport, Ia... 
Provident Annuity Life Ass'n, Bloomington, Ill.December © 
January. . 
Provident Savings Life Assurance Society of 
New York, New York 


Puritan Life, Providence, R. I 


Red Cross Protective Society, Reading, Pa.... December i 


Life, Springfield, Mass..January.... 


January.... 30 
.January.... 3 


Royal Arcanum, (Sup. Council), Boston, Mass..November J. 


Royal Union Mutual, Des Moines, 

Union Central Life, Cincinnati, 

United Commercial Travelers of America, 
Columbus, Ohio 

United States, New York 

Western Life Indemnity, Chicago, Ill 

Woodmen of the World, (Head Camp), 
cific Jurisdiction, Denver, Colo 
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